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secret  weapon 
is  B-to-B  magazines. 
I've  said  enough. 


Senior  VR  Marketing,  Name  Withheld. 


A  major  study  was  recently  conducted  by  Yankelovich/Harris  on  the  power  of  B-to-B  media,  and 
the  importance  of  magazines.  Among  the  findings:  Top  executives  spend  about  two  hours  a  week 
poring  over  B-to-B  titles,  and  rank  B-to-B  media  as  more  influential  on  sales  than  newspapers  and 
television  business  networks.  That's  why  integrating  B-to-B  magazines,  websites,  and  trade  shows 
is  a  superior  way  to  boost  sales. 

To  learn  more  contact  Michelle  Kahn  at  m.kahn@abmmail.com.  Or  visit  AmericanBusinessMedia.com/Yankelovich 
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America's  marketing  team  executed  its 
piece  of  the  FleetBoston  integration  with 
startling  efficiency. 
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As  merger  mania  returns  to  the  corporate 
landscape — with  mixed  results — the 
successful  few  are  discovering  the  secret  to 
a  happy  marriage:  Get  marketing  involved 
at  nearly  every  stage. 

BY  CHRISTOPHER  CAGGIANO 
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LUCK  IS  WHERE  PREPARATION  meets  oppor¬ 
tunity.  This  sentiment  holds  true  for  inspira¬ 
tion  also  ("One  Part  Inspiration...,"  April). 
Let's  first  describe  "preparation"  for  inspira¬ 
tion.  As  CMO,  you  are  potentially  the  only 
person  of  your  C-level  team  with  a  degree  or 
dedicated  training  in  marketing.  Your  role  as 
coach,  educator  and  moderator  for  the  com¬ 
pany's  marketing  programs  is  critical.  The 
CMO  must  work  with  the  CIO/CTO  to  iden¬ 
tify,  rank  and  secure  data  streams  to  power 
marketing  ROI  models  from  each  team  mem¬ 
ber.  These  models  provide  day-to-day  market¬ 
ing  support  for  team  decisions. 

This  modeling  of  real-time  streaming  data 
gives  the  team  the  power  to  evaluate  new  busi¬ 
ness  opportunities.  Hence  preparation  meets 
opportunity.  The  inspiration  is  seeing  the  links 
between  disparate  pieces  of  data  and  then 
making  a  test  case  you  can  run  through  the 
models.  This  "prepared"  CMO  is  coming  to  the 
table  with  data  derived  from  and  supported  by 
the  entire  team.  If  the  data  melds  with  the 
inspiration,  it  presents  a  solid  business  case. 

MARK  WALKER 

President 

Marketing  Whisperers  Ltd. 

Look  to  the  Stars 

WHILE  SITTING  at  my  local  Dairy  Queen,  I 
read  your  interview  with  Ogilvy  &  Mather's 
Steve  Hayden  ("Hayden's  Planetarium," 
April).  I  went  back  to  the  office  and  read  the 
additional  items  on  your  webpage.  Interest- 


Source  of  Inspiration _ 

Motivated— some  might  say  inspired— by  April's  "From  the  Editor" 
column,  readers  shared  their  thoughts  on  what  inspires  a  CMO 
most.  And  speaking  of  inspiration,  "Blog  to  the  Future"  from  the 
March  issue  continued  to  stimulate  thoughtful  commentary. 


ing  that  Ford's  George  Ayres  is  on  the  cover 
and  Hayden  is  in  a  focused  article.  Hayden  is 
a  smart  individual  and  had  some  interesting 
insights  to  share.  Though  he  certainly  was 
looking  to  space  in  the  photos,  the  text  indi¬ 
cated  he  has  his  feet  firmly  on  the  ground. 

BILL  DELANEY 

Director ,  Corporate  Communications 

BroadVision 

Last  Words  on  Blogs 

WHAT  COMPANY  doesn't  want  more  ways 
of  getting  sales  leads,  especially  small  or 
young  companies  that  are  trying  to  estab¬ 
lish  their  marketing  and  sales  channels?  But 
any  marketer  on  a  finite  budget — which  is 
any  one  of  them  out  there — would  have  to 
first  take  into  account  the  cost,  resources 
and  time  to  build  and  maintain  a  viable  blog. 
And  then  they'd  have  to  compare  that  cost 
per  lead  to  all  the  other  available  lead-gener¬ 
ation  methods  that  have  proven  to  work  for 
their  company  or  their  industry.  Sure,  blogs 
may  be  one  marketing  tool  of  many,  but 
they  simply  aren't  going  to  replace  all  that 
came  before. 

GRAEME  THICKINS 

Founder ,  CMO 

GT&A  Strategic  Marketing  Inc. 

BLOGS  CAN  BE  USEFUL  in  marketing  and 
branding,  mainly  for  increasing  brand  aware¬ 
ness  and  viral  marketing.  That  said,  journal¬ 
ists  and  "blog  consultants"  are  overhyping 
blogs  beyond  belief.  Blogs  are  not  a  magic  pill 
for  marketing.  When  placed  in  inexperienced 
hands,  some  blogs  have  hurt  the  brands 
behind  them.  Marketers  must  spend  more 


time  thinking  about  whether  a  blog  will  be 
beneficial  for  the  brand,  improve  sales  and 
lead  to  positive  ROI  before  launching  one. 
Marketing  mix  decisions  should  be  founded 
in  reason,  not  hype.  Blogs  can  make  sense,  but 
they  need  to  be  strategically  aligned  and  very 
well  executed. 

PETER  DELEGGE 

Consultant/Publisher 
Marketing  Today 
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If  you  want  to  be  smarter  about  your  company,  your  competitors  and  your  market,  talk  to  Biz360.  Our 
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from  the  editor 


Theory  of 
Connectivity 


i 


CCASIONALLY,  MY  KIDS  will  put  down  their  PlayStation  controllers  long 
enough  to  play  a  board  game  with  their  parents.  (It's  as  close  as  well  ever 
get  to  the  Cleaver  family  of  Leave  It  To  Beaver  fame.)  One  of  their  favorites 
is  called  The  aMAZEing  Labyrinth,  a  medieval-themed  game  that  requires 
players  to  move  their  tokens  around  a  maze  to  capture  a  sequence  of  objects. 


Wooden  tiles  define  the  maze's  path; 
players  slide  tiles  on  and  off  the  board  to 
create  a  clear  route  to  the  object  they  must 
reach  next.  Strategic  thinking  comes  into 
play  because  the  maze  changes  on  every 
player's  turn;  what  once  was  a  direct  line 
to  a  destination  becomes  blocked  as  a 
player  slides  a  new  tile  onto  the  board. 
Whoever  captures  all  of  his  or  her  objects 
first  (usually  my  9-year-old  daughter 
Meghan)  is  the  winner. 

Maldng  the  right  connections  to 
achieve  the  desired  result  is  the  theme  of 
this  month's  issue.  In  our  Special  Report 
on  Mergers  and  Acquisitions  that  begins 
on  Page  24,  it's  apparent  that  when  two 
companies  merge,  the  CMO's  role  extends 
beyond  simply  connecting  two  marketing 
departments  at  the  hip.  In  the  case  of  Bank 
of  America's  merger  with  FleetBoston 
Financial,  BofACMO  Catherine  Bessant's 
team  provided  the  glue  that  helped  with 
the  assembly  of  the  post-merger  organiza¬ 
tion — while  keeping  customers  from  both 
camps  firmly  in  place. 

Senior  Writer  Constantine  von  Hoff¬ 


man's  comprehensive  look  at  the  integra¬ 
tion  efforts  of  Bessant  and  her  merry  band 
of  marketers  shows  the  value  of  customer 
research — and  a  thorough  integration 
plan — during  a  merger.  Senior  Writer 
Christopher  Caggiano's  companion  piece, 
"A  More  Perfect  Union"  (Page  32),  offers 
compelling  examples  of  the  broad  chal¬ 
lenges  that  a  merger  poses  for  marketing 
executives — and  the  innovative  solutions 
they  can  bring  to  the  table. 

A  second  story  package,  which  looks  at 
the  changing  role  of  the  CMO  (Page  52), 
also  provides  plenty  of  fodder  for  the  con¬ 
nectivity  metaphor.  New  research  spon¬ 
sored  by  Inforte,  the  Wharton  School  and 
Spencer  Stuart  looks  into  the  perceptions 
of  CEOs  and  CMOs  on  the  state  of  market¬ 
ing  within  their  companies.  One  of  the 
group's  main  conclusions:  Executives  need 
to  create  a  much  stronger  link  between 
marketing  investments  and  corporate 
financial  performance. 

That  in  itself  isn't  a  particularly  new 
insight,  but  the  group  has  some  interesting 
ideas  about  how  the  CMO  can  begin  cap¬ 


turing  that  opportunity.  We're  pleased 
that  the  research's  sponsors,  who  have 
since  formed  a  venture  called  CMO  Part¬ 
ners,  have  decided  to  share  their  "CMO 
of  the  Future"  work  exclusively  with  us 
so  that  we  can  share  it  with  you.  Look 
for  additional  contributions  from  CMO 
Partners  over  the  coming  months. 

The  discussion  around  making  the  right 
connections  is  not  limited  to  the  pages  of 
this  magazine,  of  course.  It's  also  the  theme 
of  our  inaugural  CMO  Perspectives  confer¬ 
ence,  to  be  held  Sept.  18-20  at  The  Broad¬ 
moor  in  Colorado  Springs,  Colo.  We're 
putting  together  a  compelling  agenda  and 
a  terrific  lineup  of  speakers.  You  can  learn 
more  about  it  at  www.cmomagazine.com. 

I  hope  you'll  join  us. 


ROB  O'REGAN,  EDITOR  IN  CHIEF 
roregan@cxo.com 
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Sports  and  celebrity  memorabilia  is  a  billion-dollar  industry, 
but  if  it's  going  to  stay  that  way,  vendors  will  need  to  keep  con¬ 
sumers'  trust.  In  the  past,  the  memorabilia  industry  was  so  riddled 
with  crime  that,  by  the  mid-  '90s,  the  FBI  launched  undercover 
sting  Operation  Bullpen  to  look  into  autograph  forgery.  The 
agency  found  that  approximately  75  percent  of  all  autographs 
were  fake. 

Lost  trust.  Lost  fan  base.  Lost  sales. 

Major  League  B  aseball  took  a  leadership  role  to  ensuring  trust¬ 
building  because  baseball  has  the  lion's  share  of  the  collectibles 
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Ball 


marketplace.  With  that  role  came  the 
responsibility  to  protect  the  trust 
between  fans  and  baseball,  says  MLB 
Vice  President  of  Licensing  Colin 
Hagen. 

The  league  unveiled  its  comprehen¬ 
sive  MLB  Authentication  Program  in 
2001.  Its  mission:  to  differentiate  offi¬ 


cially  authenticated  MLB  memorabilia 
from  other  items  on  the  market.  It 


hopes  that  cases  such  as  last  year's 
highly  publicized  fiasco  in  which  a  for¬ 
mer  MLB  umpire  admitted  to  fairing 
authentication  on  hundreds  of  historic 


game  balls  (before  the  institution  of  the 
authentication  program)  will  be  nearly 
impossible  to  repeat. 

The  authentication  program  is  run  more  rigidly  than  spring 
training  drills.  A  handful  of  authenticators  from  Deloitte  & 
Touche  work  together  in  every  city  where  Major  League  Baseball 
is  played,  and  at  least  one  watches  all  autograph  signings  and 
attends  all  MLB  games  in  his  assigned  city. 

The  baseball  teams  on  a  day-to-day  basis  decide  which  items 
they  want  to  authenticate — things  like  the  dugout  lineup  card, 
broken  bats  or  a  set  of  bases.  Then  all  keepsakes  are  affixed  with  a 
hologram  sticker  by  an  authenticator,  who  destroys  leftover  holo¬ 
grams  on  the  spot.  Adds  Hagen,  "If  you  try  to  take  the  hologram 
off,  it's  destroyed;  you  can't  reapply  it  to  anything  else."  In  other 
words,  you  can't  take  it  off  your  Pokey  Reese  ball  and  put  it  on 
your  Pedro  Martinez  ball. 

The  local  authenticators  also  witness  the  printing  of  the  holo¬ 
grams  for  MLB  by  OpSec  U.S.,  a  provider  of  security  and  authen¬ 
tication  technologies.  Each  hologram  has  a  unique  ID  number, 
which  is  logged  in  to  an  MLB.com  database,  along  with  informa¬ 
tion  pertinent  to  the  object,  such  as  who  signed  it  and  when. 

For  Major  League  Baseball,  that  means  more  goodwill,  more  trust 
and  more  money.  Says  Hagen,  "Authenticated  items  usually  go  for 
about  twice  as  much  as  unauthenticated  items.  People  will  pay  more 
to  know  they  are  real.  Now,  when  they  see  [the  hologram  with]  the 
silhouetted  batter  logo  on  it,  they  see  a  good  housekeeping  seal 
of  approval."  -Diann  Daniel 


You're 

Safe 


650,000 

The  number  of  items 
that  have  been 
authenticated  since 
the  inception  of  the 
MLB  authentication 
program  in  2001 

SOURCE:  MLB.COM 


( m  lipt i  c  Customers  don't  care  how  much  you  know  until  they  know  how  much! you  care.  Build  a  relationship 
v  with  customers  by  getting  to  really  know  them.  1 
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Out  Of  FOCUS 


The  traditional  focus  group,  whichgathers 
a  group  of  consumers  to  evaluate  a  new  or 
emerging  product  while  marketers  watch  from 
behind  a  pane  of  one-way  glass,  has  long  been 
part  of  a  marketer's  toolkit.  But  are  a  large  por¬ 
tion  of  those  dollars  heading  down  the  prover¬ 
bial  drain? 

Yes,  says  Jack  Gordon,  CEO  of  AcuPoll,  a 
global  brand-building  research  agency.  "Focus 
groups  do  have  a  role,"  he  concedes.  "They  can 
be  useful  when  you're  lost  in  the  woods  and 
don't  know  where  to  go.  If  you  don't  know  what 
a  brand  stands  for  or  how  to  fix  it,  then  talking 
to  consumers  can  be  a  good  start  to  the  process." 
But  he  contends  that  too  many  companies  rely 
on  focus  groups  for  the  wrong  reasons. 

Consumers,  he  says,  are  not  very  good  at  being 


creative.  ''When  you  ask  a  con¬ 
sumer  what  she  wants  in  a 
detergent,  she  will  describe  Tide 
because  that's  her  frame  of  refer¬ 
ence,"  says  Gordon.  Therefore, 
the  process  of  soliciting  con¬ 
sumers'  help  for  product  devel¬ 
opment  paradoxically  kills  the 
product's  chance  at  being  origi¬ 
nal.  A  really  new  product  is  an 
ugly,  unformed  idea,  a  work 
decidedly  in  progress.  "If  you  put 
a  new  idea  for  detergent  in  front 
of  a  group  of  people,  they  will 
say,  I  like  it  except  for  this,  and 
this,  and  this.  And  then,  they've 
brought  it  right  back  to  Tide," 
says  Gordon.  The  result:  Compa¬ 
nies  end  up  bringing  "noninnov- 
ative  new  ideas"  to  the  marketplace,  where  they 
have  to  compete  on  price  instead  of  originality. 

Equally  dodgy,  says  Gordon,  is  using  a  focus 
group  to  evaluate  a  product  that  has  already 
been  through  development.  "What  you  can 
have  then  is  one  person  or  a  few  people  who 
start  leading  others  in  the  direction  they  feel  is 
right,"  he  says.  The  danger  there,  of  course,  is 
that  only  those  with  the  strongest  personali¬ 
ties  will  get  their  ideas  across. 

Faced  with  such  dismal  scenarios,  what  are 
companies  to  do?  Much  better  than  focus 
groups,  says  Gordon,  is  simulating  the  in  store 
experience  via  the  Internet  or  central  location 
testing,  in  which  consumers  can  evaluate  a 
product  quickly  and  immediately,  the  way  they 
eventually  will  in  the  aisles  of  a  store.  It's  simply 
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signs  you  ve 
generated  too 
much  buzz 


2  The  press  attributes  your 
success  to  breaking  a  curse. 


C#  Access  Hollywood  says 
you're  overexposed. 


Four  words:  People 
magazine  commemorative  issue. 


_  The  FCC  fines  networks  for 
even  mentioning  your  brand. 


Michael  Moore  plans  a 
documentary  aboutyou. 

y 

§  The  intelligentsia  saysyour 
brand  i  s  "the  new  black." 


a  bad  idea  to  conduct  any  kind  of  evalua¬ 
tion  using  focus  groups,  says  Gordon. 
"But  focus  groups  are  fast  and  cheap,"  he 
says,  "and  a  lot  of  companies  feel  better 
doing  a  focus  group  than  doing  nothing 
at  all." 

-Meg  M  itchell  Moore 


9.6 


% 


Average  expected  increase  in  marketing 
budgets  during  the  next  12  months.  The 
upswing  in  spending  planned  by  nearly 
three-quarters  of  the  423  respondents  polled 
appears  to  be  in  line  with  a  general  uptick 
in  the  economy. 


SOURCE:  "CMO  REALITYCHECK  SURVEY,"  MARCH  2005.  BV  CMO  MAGAZINE 


12  may  2005  cmomagazine.com 


PHOTO  BY  RYAN  McVAY/QETTY  IMAGES 


it  -  .  i. 


■ 


^5? 


KE-r 


^ArTMl  *  '  " 


MAliEZ 


Shout  it  from  the  highest  reaches  of  the  boardroom.  Inform  the  C-suite  as  soon  as  possible  that  marketing 
is  a  financial  boon  to  the  organization.  Because  Affinium  EMM  software  from  Unica  allows  you  to  plan, 
manage,  execute  and  measure  your  marketing  like  never  before.  Now  you  can  be  certain  which  marketing 
programs  provide  a  return  and  which  don’t. 

See  how  Unica  has  helped  companies  achieve  their  marketing  goals.  Call  1-877-864-2261  x331 
or  visit  www.unica.com/casestudies.  And  enjoy  a  measurably  different  relationship  with  your  CEO. 


02005  Unica  Corporation.  AJI  rights  re;  4 


QUOTEWOR LD 


Gf|Oi£m:  Identity  and  image  are  not  the  same,  image  can  be  illusions.  But  identity  states  who  you  are  and  what 
you  value.  It  is  a  visual  reality. 


TRIVIA 


PROFESSIONAL  DEVELOPMENT 


Someone  to  Lean  On 


T  he  CEO  doesn't  want 
hear  your  problems.  Your 
lieutenants  look  to  you  for 
gilcance,  not  the  other  way 
around.  So  where  does  the 
lonely  CMO  go  for  trusted 
advice? 

Ifyou'reatthetopof 
your  profession,  you  pony 
up  $50,000  a  year  to  join 
the  Marketing  50  (M50) 
group,  assumingyou're 
invited  to  join,  of  course. 

This  ultraexclusive  assem¬ 
blage  of  top  marketing  tal¬ 
ent,  founded  in  January 
2004  by  former  Spencer 
Stuart  director  Rick  Smith, 
caters  to  the  cream  of  today's 
marketing  crop. The  50  current 
members  collectively  oversee 
more  than  $35  billion  in  annual 
marketing  spend  and  represent 
companies  with  more  than  $1  tril¬ 
lion  in  market  capitalization,  accord¬ 
ing  to  David  Wilkie,  managing 
director  of  M50. 

To  keep  the  mood  noncompeti¬ 
tive,  only  one  member  per  discrete 
industry  is  allowed  to  join.  Despite  (or 
perhaps  because  of)  the  invitation- 
only  setup,  recruitment  hasn't  been 
a  problem;  the  charter  list  was 
essentially  full  within  the  first  six 
months  of  M50's  existence.  New 
invitees  will  be  recommended 


primarily  by  existing  members. 

According  to  5mith  and  Wilkie, 
M50  members  value  the  chance  to 
discuss  common  challenges  in  a 
confidential  setting.  "We  provide  our 
members  access  to  true  peers  with 
whom  they  can  collaborate  in  a  safe, 
intimate  environment,"  says  Wilkie. 
"We  save  them  time  by  connecting 
them  with  peers  who  have  already 
solved  the  problems  they  are  strug- 
gling  with,  often  those  who  they 
would  have  never  known  were 
working  through  the  same  issues." 


General  Electric 
CMO  and  M50  member 
Beth  Comstock  agrees. 
"M50  has  created  some¬ 
thing  special  where  mar¬ 
keting  leaders  can  share 
their  highs  and  lows,"  she 
says.  "It's  a  great  forum 
for  kindred  spirits  in  mar¬ 
keting." 

The  next  group  mind- 
meld  is  scheduled  for  June 
in  New  York.  Between  the 
biannual  summits,  M50 
advisers  host  a  series  of 
regional  dinners  to  keep 
the  discussion  going.  A 
private  website  houses 
exclusive  content, 
research  and  ongoing 
member  collaboration. 

"Members  do  not  view 
this  as  an  event,  but  rather  a  facili¬ 
tated  year-round  conversation, 
effectively  creating  a  peer-to-peer 
consu  Iting  network,"  says  Wi  I  kie. 

To  this  point,  5mith  has  kept  the 
buzzaround  M50toa  minimum,  a 
strategy  that  he  says  is  meant  to 
preserve  the  confidentiality  of  the 
peer  discussions,  not  the  organiza¬ 
tion  itself. 

"We're  not  a  secret  group,"  he 
contends.  "We're  a  group  of  secrets." 

Do  tell. 

-Rob  O'Regan 


Market  share,  unlike  body  weight,  is  very 
difficult  to  gain  and  very  easy  to  lose." 


Q.  Which 
luxury  brand 
had 

high- society 
endorse¬ 
ments  from 
Queen 
Victoria  and 
Louis  XTV? 
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Q.  What, 
according  to 
Interbrand, 
are  the  three 
most  valuable 
brands  in  the 
world? 
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Q.  What 
publication, 
promoted 
originally  as 
“a  magazine 
for  the  whole 
family”  in 
1886,  moved 
to  sex-based 
content  in 
1965? 


SOURCE:  WWW 
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You  can  have  the  best  marketing  message  ever  But  if  the  right  potential  buyer  doesn't  receive  your 
message,  nothing  gets  marketed.  No  buyers?  No  selling. 
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All  Bets  Are  On 

AUDREY  KANIA  KNEW  NOTHING  about 
poker  when  she  first  sat  down  with  her 
friends  and  now-partners,  Steve  Lipscomb 
and  Robyn  Moder,  to  create  the  biggest 
sensation  to  hit  the  world  of  gambling  since 
"Wild  Bill"  Hickok  drew  his  last  pair  of  aces. 
Nevertheless,  after  leaving  her  business 
development  job  at  Disney,  Kania  found 
herself  preoccupied  with  poker  not  in  a 
compulsive,  problematic  sort  of  way,  of 
course,  but  by  helping  to  found  a  business 
that  made  poker-playing  a  worldwide  phe¬ 
nomenon  .  As  CMO  of  the  World  Poker  Tour 
(WPT),  she  is  turning  a  card  game  into  a 
sport,  an  entertainment  property  and  more. 

CMO:  When  you  first  conceived  of  the 
WPT,  you  must  have  seen  something 
more  than  a  traveling  poker  game. 

AUDREY  KANIA:  We  did.  We  saw  it  as  a  Disney 
model  or  an  NFL  or  PGA  model,  where  you 
build  a  brand  and  leverage  it  across  other 
platforms.  We  decided  to  use  TV  to  launch  the 
brand  and  build  awareness.  But  we  knew  it 
was  going  to  be  more  than  a  TV  show.  It  was 
an  opportunity  to  spread  the  brand  across 
an  assortment  of  consumer  products,  onto 
the  Web  and  into  publishing. 


So  you  found  an  investor,  launched  a 
company  and  set  off  to  create  a  world¬ 
wide  obsession? 

That  was  our  vision.  Poker  had  been  tele¬ 
vised  before,  but  it  was  done  in  a  very  low- 
tech  way.  Mostly,  it  lacked  drama  and  didn't 
reveal  the  hole  cards,  so  it  was  pretty  bor¬ 
ing  TV.  Steve  conceived  the  idea  of  the  WPT- 
cam,  where  the  audience  can  see  the  hole 
cards,  the  flop,  the  turn  and  the  river. 

...the  river? 

That's  the  last  card  dealt,  the  fifth  commu¬ 
nity  card.  Sometimes  called  "Fifth  Street." 

Does  the  audience  need  to  know  that 
kind  of  terminology? 

To  fully  enjoy  a  sport,  you  have  to  know  the 
lingo,  know  how  the  game  is  played.  So 
we've  educated  the  viewer  on  that  termi¬ 
nology.  We  also  have  commentators  talking 
the  language  of  poker  with  the  added  bene¬ 
fit  of  graphics:  a  bar  that  explains  to  the 
viewer  what  it  all 
means.  The  graph 
ics  also  show 
the  amount 


Audrey  Kania 
CMO,  World  Poker  Tour 


.V.  ’"I  Jjg 

■  V, .  W/SR-  *I’;  W . 

..  r* •  t a), •  »"» - — 


the  players  are  betting,  so  viewers  can 
understand  the  stakes.  Our  viewers  are 
actually  learning  the  game  as  they  watch 
the  show.  But  it  is  the  drama  that  really  has 
people  fixated.  Because  you  know  if  some¬ 
body's  bluffing  or  not,  you're  sitting  there 
on  the  edge  of  your  seat  saying,  Oh  my  god, 
he's  bluffing.  He's  just  bet  $1  million,  and 
he's  bluffing! 

People  watch  golf,  so  why  not  cards,  right? 

Exactly.  We  united  a  number  of  casinos 
around  the  world  underthe  WPT  bannerthe 
way  the  PGA  does.  They  have  golf  tourna¬ 
ments  at  certain  locations,  but  everyone 
thinks  of  it  as  the  PGA.  Our  objective  was  to 
remake  poker  into  a  sport,  and  then  market 
it  as  an  entertainment  property. 

Something  tells  me  you're  not  your 
average  CMO. 

Well,  we're  an  entrepreneurial  company.  I 
think  most  CMOS  are  more  into  the  corpo¬ 
rate  world,  and  they  tend  to  do  things  in  the 
traditional  manner.  I  came  from  that  world. 
But  in  this  role,  I've  been  able  to  blend  the 
traditional  with  the  nontraditional.  We  con¬ 
sciously  decided  to  break  some  of  the  rules 
here,  but  we  think  they're  the  right  rules  to 
break.  Mostly,  we  didn't  rely  on  people's 
perception  of  poker,  because  if  we  did,  we 
never  would've  done  this.  Sometimes  you 
have  to  step  outside  the  box  and  ask 
yourself  what  is  it  that  has  never  been 
done  before? 

-Elaine  M.  Cummings 
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For  Audrey  Kania's  full  interview,  go  to 
www.  cmomagazine.  com . 
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Fifth  Annual 


Information 
Privacy  Forum 


Sponsored  by  The  Donnelley  Group 


The  “Information  Privacy  Forum”  focuses  on  the  challenges 
facing  businesses  in  these  days  of  legislation.  You  will 
leave  this  event  with  valuable  ideas  on  adapting  to  change 
and  maintaining  your  competitive  edge.  This  event 
promises  to  be  the  most  insightful  and  thought-provoking 
forum  you  will  ever  attend! 


July  7  -  10, 2005 

Aspen,  Colorado 


Space  is  limited.  Please  reserve  your  place  early! 


Keynote  Speakers: 

TOM  PETERS,  Ph.D.  -  Noted  Author  and  Business  Guru 
JERRY  CERASALE  -  SVP  Government  Affairs,  Direct  Marketing  Association 
JEFF  SONNENFELD,  Ph.D.  -  Professor,  Yale  University 
WILLIAM  JEFFERSON  CLINTON  -  42nd  President  of  the  United  States 

GENERAL  COLIN  L.  POWELL  (USA)  Ret.  -  Former  Secretary  of  State 

Listen  and  Learn  from  the  Experts  on 

How  to  Avoid  Identity  Theft  Crisis 
Using  Technology  to  Protect  Privacy 
The  Future  of  SPAM  Regulation 
Trends  &  Challenges  in  the  B2B  Marketplace 
Future  of  America  &  Opportunities  for  You 

To  be  considered  for  invitation,  please  call: 

Diane  March  at  888-202-1429 

or  Email:  Diane.March@donnelley.infousa.com 

"'Donnelley; 

info  USA*  companies  GROUP  • 


Forum  Fee 
$1995 

By  Invitation  Only 


Walter  Karl 

a  Donnelley,  Company 
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MARKETING  FUNDAMENTALS 


Miracle  Grow 

Brand  engagement  can  be  a  powerful  tool  for  transforming 
an  organization  and  unlocking  business  growth 

BY  LORI  ROSENWASSER 

VERYONE  SEEMS  TO  be  talking  about  brand  engagement  these  days.  Call 
it  what  you  will — internal  branding,  brand  assimilation,  brand  alignment, 
employer  branding — this  is  probably  not  the  first  time  you've  been  introduced 
to  the  concept.  You've  heard  its  advocates  speak  at  conferences  and  listened  to 
agencies  pitch  its  glories.  So  why  all  the  excitement?  Can  brand  engagement 
really  transform  an  organization? 

Abrand  engagement  project  requires  a  clear  commitment  of  time  and  money,  but  the  return 
it  provides  is  far  murkier.  In  a  typical  brand  launch,  you  get  a  day  of  glossy  presentations,  a 
film  and  a  desktop  giveaway,  followed  by  a  series  of  workshops.  But  what  tangible  benefit  does 
such  a  program  actually  provide?  What  do  you  really  get  for  your  money?  Is  brand  engage- 
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men  t  just  a  case  of  the  emperor's  new  clothes? 

The  answer  depends  on  how  you  handle 
it.  When  it's  done  right,  brand  engagement 
succeeds  in  transforming  an  organization. 
When  it  isn't,  the  brand  sits  like  an  imagi¬ 
nary  robe  on  the  shoulders  of  a  king,  trum¬ 
peted  with  accolades  but  offering  no  real 
substance. 

A  successful  engagement  program  funda¬ 
mentally  shifts  brand  to  the  center  of  an 
organization.  There  it  becomes  the  focus  of 
everything  a  company  and  its  employees 
think  about  and  do.  With  this  new  mind-set, 
brand  becomes  not  only  a  medium  of  com¬ 
munication  with  the  outside  world  but  also 
a  driver  of  internal  behavior.  The  result  is  a 
transformation  in  the  way  business  is  con¬ 
ducted  throughout  an  organization.  All 
employees  aim  to  deliver  on  the  brand  prom¬ 
ise  when  making  strategic  decisions,  devel¬ 
oping  new  products  or  interacting  with 
customers. 

The  payoffs  are  remarkable.  Just  look  at 
Southwest  Airlines.  Business  strategy  and 
advertising  alone  don't  account  for  the  low- 
cost  carrier's  financial  success.  By  ensuring 
that  its  people  are  part  of  its  brand,  South¬ 
west  pioneered  a  coveted  airline  subcategory, 
forged  a  powerful  brand  imprint  and  earned 
impressive  returns  in  a  failing  industry. 

The  1995  Harvard  Business  School  case 
study  "Southwest  Airlines:  Using  Human 
Resources  for  Competitive  Advantage" 
concludes  that  by  incorporating  human  ~~ 
resources  into  its  core  strategy,  the  airline 
has  been  able  to  establish  a  sustainable 
advantage  over  its  competitors  and  earn 
substantially  better  returns.  Southwest  has 
consistently  been  one  of  the  most  profitable 
U.S.  airline  carriers  at  the  same  time  that  it's 
been  recognized  as  one  of  the  best  places  to 
work.  Even  in  2002,  a  devastating  year  for 
the  airline  industry.  Southwest  had  a  net 
income  of  S241  million. 

Executives  at  Sears,  Roebuck  and  Co.  sim¬ 
ilarly  found  that  their  employees'  attitudes 
affect  employee  retention,  which  in  turn 
affects  customer  satisfaction  and  financial 
performance.  The  study  by  Sears  executives, 
"The  Employee-Customer-Profit  Chain  at 
Sears,"  was  published  in  Harvard  Business 
Review  in  1998.  More  recently.  Research 
International  has  uncovered  a  strong  corre¬ 
lation  between  the  degree  of  employee  belief 
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(padurt)  noun  1:  the  iterative,  ongoing  results  achieved 
with  an  online  marketing  campaign  from  iProspect. 


"As  a  result  of  driving  increased  numbers  of  new  visitors 
to  our  website  from  the  major  search  engines  like  Google 
and  Yahoo!,  iProspect's  search  engine  marketing  services 
increased  revenue  by  $800,000  per  month." 

Senior  Product  Manager,  a  Leading  Worldwide  Hospitality  Company 


"iProspect  was  able  to  help  us  jump  from  just  447  pages  indexed 
within  Google  to  446,000  pages.  That  means  we  have  445,553 
more  chances  of  a  new  customer  finding  our  website." 

Online  Marketing  Director,  a  Leading  Retailer  of  Consumer  Electronics  Products 


iProspect  provides  full-service  search  engine  marketing  solutions  to  significantly 
increase  your  website's  visibility  within  the  major  search  engines,  drive  more 
qualified  visitors  to  your  website  from  those  search  engines,  and  ensure  those 
visitors  convert  into  customers  once  they  arrive. 

For  a  Free  Search  Engine  Marketing  Consultation: 

Call:  800.522.1152  (Ask  for  Sales)  |  Email:  interest@iprospect.com  |  Visit:  www.iprospect.com 


the  core 


in  a  company's  brand  and  customer  satisfac¬ 
tion  and  profitability.  Such  findings  suggest 
that  employees  who  are  excited  about  a  com¬ 
pany's  vision  and  feel  instrumental  to  its 
achievement  are  happier,  more  motivated 
and  stay  in  their  jobs  longer.  Customers  enjoy 
the  fruits  of  good  morale  and,  in  turn,  are 
more  satisfied  and  loyal.  And  profitability — 
that  coveted  indicator  of  success — almost 
always  goes  up. 

Putting  Brand  at  the  Center 

Far  too  often,  brand  engagement  programs 
deliver  more  lip  service  than  substance  to 
an  organization  and  leave  only  a  fleeting 
imprint.  Some  end  up  as  navel-gazing  exer¬ 
cises;  others  are  dry,  process-led  training 
workshops. 

Putting  brand  at  the  center  of  a  business 
is  admittedly  a  long-term  effort,  not  an 
overnight  fix.  Many  organizational  systems 
need  to  be  revisited,  such  as  key  performance 
indicators  and  employee  rewards.  But  the 
trick  to  making  it  all  work  lies  in  providing 
an  engaging  or  inspiring  dimension  as  well 
as  a  practical  component  that  grounds  the 
brand  in  day-to-day  activities.  A  successful 
program  will  engage  employees  emotionally 
and  outline  actions  they  can  take  to  support 
the  brand  promise. 

Make  it  memorable.  People  remember  the 
things  that  excite  them,  and  you  want  your 
brand  to  be  one  of  them.  A  new  brand  should 
stick  in  the  minds  of  employees  long  after 
they  leave  the  launch  presentation.  This  is  no 
easy  task;  it  requires  a  certain  familiarity 
with  employees  and  a  dose  of  ingenuity. 

Painting  a  portrait  of  the  future  can  be  a 
powerful  way  to  make  a  brand  real  and  to 
generate  excitement.  Attempts  at  this  are 
sometimes  made  in  films  about  a  brand 
through  swelling  sound  effects  and  footage 
of  soaring  eagles.  But  tangible  visuals  that 
capture  the  potential  of  a  brand  are  more 
effective.  One  accounting  firm  used  a  30- 
minute  play  to  unveil  its  new  brand  to  300 
senior  partners.  The  play  began  by  depicting 
current  life  at  the  company  and  its  difficulty 
functioning  as  a  global  entity,  then  fast-for¬ 
warded  three  years  to  show  what  things 
might  be  like  for  employees  and  clients  once 
the  new  brand  became  fully  embedded  in  the 
company.  The  play  made  such  an  impact  that 
participants  ranked  it  highest  among  all 


events  at  the  three-day  conference. 

Symbols  and  stories  also  help  make  a  brand 
memorable  and  keep  it  fresh.  One  seemingly 
small  but  effective  touch  that  energy  giant 
BP  uses  is  placing  potted  aloe  vera  plants  in 
the  lobby  of  its  headquarters.  Of  all  the  green 
plants,  aloe  vera  converts  the  most  carbon 
dioxide  to  oxygen.  As  such,  it  embodies  a  core 
value  of  the  BP  brand:  to  be  "green."  Every 
day  as  employees  walk  into  the  office,  the 
plants  remind  them  of  their  shai'ed  corporate 
vision — to  go  beyond  petroleum — and  the 
imperative  to  develop  renewable  energy. 

Connect  it  to  the  customer.  Brands  make 
a  promise  to  customers  through  their  mar¬ 
keting  and  advertising  messages.  A  truly 
aligned  organization  delivers  on  this  prom¬ 
ise  at  every  point  of  customer  contact.  To 
illustrate,  each  customer's  experience  with 
an  airline  begins  when  she  surveys  ticket 
prices  and  doesn't  end  until  she  arrives  at 
her  destination  and  retrieves  her  luggage. 


A  brand  promise  should  be  delivered  con¬ 
sistently  at  each  touch  point  along  the  way: 
when  passengers  arrive  at  the  airport,  wait 
in  line  at  the  counter,  interact  with  flight 
attendants,  or  stretch  out  in  their  seats.  To 
achieve  consistency,  it  is  crucial  for  employ¬ 
ees  to  understand  how  to  deliver  brand  to 
the  customer. 

Employees  often  leave  the  fanfare  of  a 
brand  launch  excited  and  motivated  but 
unsure  of  how  to  put  their  new  ideas  into 
practice.  The  customer  journey  helps  employ¬ 
ees  visualize  the  way  their  specific  role  within 
the  firm  influences  brand  delivery  by  map¬ 
ping  each  instance  that  a  customer  touches 
a  brand.  For  example,  people  in  charge  of  a 
company's  user  interface  or  network  sendees 
need  to  realize  that  they  have  an  even  larger 
role  to  play  in  delivering  the  brand  promise 
than  do  customer  service  representatives 
and  sales  associates. 

The  framework  of  the  customer  journey 
can  be  used  by  management  and  employees 


alike  to  focus  on  important  touch  points, 
identify  off-brand  delivery  and  benchmark 
areas  for  improvement.  When  people  are 
involved  in  this  process,  they  become  part  of 
the  solution  rather  than  the  problem. 
Employees  at  a  mobile  phone  company,  for 
example,  came  up  with  an  idea  for  a  new  pric¬ 
ing  structure.  Their  plan  was  simpler  and 
more  transparent  than  the  original,  and  it 
better  fulfilled  the  brand's  promise  of  sim¬ 
plicity.  The  new  pricing  plan  has  been  a  huge 
success  for  the  mobile  phone  company  with 
far  more  customers  signing  up  for  it  than 
ever  anticipated. 

A  Call  to  Action 

So  what  do  you  get  for  your  money  with  a 
brand  engagement  program?  You  get  a  pow¬ 
erful  tool  for  unlocking  business  growth. 
Why?  Because  this  process  puts  brand  at  the 
center  of  your  business  and  drives  transfor¬ 
mative  behavior. 


Brand  engagement  doesn't  bombard  peo¬ 
ple  with  autocratic  orders;  instead,  it  gives 
people  the  vision,  structure  and  confidence 
to  turn  brand  into  action.  Think  about  Virgin 
Airlines,  which  offers  in-flight  massages.  It's 
easy  to  imagine  that  the  person  who  came  up 
with  that  idea  was  someone  at  headquarters 
who  was  grounded  in  the  intricacies  of  the 
brand  and  thinldng  about  in-flight  products 
and  services.  To  Virgin  Atlantic,  the  massages 
are  much  more  than  good  customer  service; 
they  provide  a  way  to  differentiate  its  in¬ 
flight  experience. 

Brand  at  its  best  can  be  a  people  manage¬ 
ment  tool.  Those  who  understand  the  brand 
and  believe  in  it  lead  the  company  in  the 
right  direction.  That's  powerful  change.  And 
there's  nothing  imaginary  about  that.  • 


Lori  Rosenwasser  is  executive  director  of  brand 
engagement  at  Landor  Associates  and  leads  its 
global  brand  engagement  practice.  Send  comments 
to  cmofeedback@cxo.com. 


A  successful  brand  engagement  program  shifts 
brand  to  the  center  of  an  organization.  There 
it  becomes  the  focus  of  everything  a  company 
and  its  employees  think  about  and  do. 
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YOU  TIMED  YOUR  CAMPAIGN  PERFECTLY. 
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YOUR  STRATEGY  IS  RIGHT  ON  THE  MARK. 


YOU’RE  STARTING  TO  SEE  THE  RESULTS. 
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SO  WHY  AREN'T  YOU  SMILING? 


Dig  deeper  with  VMS  Integrated  Media  Intelligence  solutions.  Your  campaign  is  on  target.  But 
look  closer,  and  you’ll  see  that  your  primary  competitor  just  launched  a  new  product  test  that  changes  the 
game  completely.  Now,  get  the  competitive  advertising  monitoring  and  analysis  you  need  to  quickly 
counter  threats  —  and  create  opportunities — with  Integrated  Media  Intelligence  solutions  from  VMS. 
AdSite,  our  digital  ad  management  platform,  lets  you  easily  track  and  analyze  competitive  advertising 
across  all  media  —  broadcast,  Internet,  print,  radio  and  outdoor.  So  you  see  the  big  picture,  and  can 
drill  all  the  way  down  to  get  the  bottom-line  answers  you  need.  Know  more.  Know  faster.  Know  better. 
With  the  worldwide  leader  in  Integrated  Media  Intelligence,  VMS.  To  know  better,  call  now. 
1.800.VMS.2002.  Or  go  online  to  www.vmsinfo.com 


KNOW  BETTER. 


©2004  VMS.  All  rights  reserved. 
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If  you’re  reading  this  magazine,  you  know 
how  important  it  is  to  make  the  right 
connections  with  the  people,  knowledge, 
technology  and  resources  you  need  to  fuel 
your  company’s  success — and  your  own — 
in  today’s  global  marketplace. 


Register  at  www.cmomagazine.com/conferences  1.800.366.0246 


j-^r?  /■■  ;vX,’'v^ 


®l^ii^ill!lllii| W$Mmt 


fl  1  ww 
iH  I 


You'll  Learn  To: 


Carve  out  a  bigger  role  for 
yourself  in  the  corporate  culture. 

Gain  buy-in  for  your  ideas  and 
agenda  in  the  corner  office. 

Justify  your  marketing  budget 
and  demonstrate  ROI. 

Speak  the  language  and  strategy 
of  finance. 

Talk  technology  with  your  CIO. 

Establish  tighter  integration 
with  sales. 

Position  your  organization  for 
success  in  a  global  marketplace. 
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There’s  no  better  place  to  do  that 
than  CMO  Perspectives,  an  executive 
conference  produced  by  CMO  Magazine 
for  Senior  Marketing  Executives. 

This  premiere  event  is  your  chance  to  hear 
firsthand  how  organizations  like  Wal-Mart, 
McDonald’s,  DuPont,  Levi  Strauss  and 
NASCAR  use  creative  strategies  for  building 
the  brand  and  growing  the  bottom  line. 

Gain  fresh  insight  into  the  strategic  and 


tactical  role  of  marketing.  And  share 
knowledge  and  experiences  with  top 
marketing  executives  who  face  the 
same  challenges  you  do. 

CMO  Perspectives  isn’t  just  about 
schmoozing  with  your  fellow  marketing 
executives.  It’s  about  connecting  the 
myriad  of  dots  in  the  marketing  maze. 
Our  far-reaching  agenda  touches 
every  facet  of  your  job,  from  branding 


and  advertising  to  new  media  and 
technology.  All  in  three  days,  all  in 
one  place. 

Since  this  is  an  exclusive  conference, 
space  is  limited.  We  encourage 
you  to  register  online  today  at 
www.cmomagazine.com/conferences 
or  call  800-366-0246. 

Make  the  right  connections. 


Presented  by 


cmo 


The  Resource  For 
Marketing  Executives 
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Marketing  is  an  integrator  across 


wasn't  an  element  of  the  merger 
that  we  weren't  involved  in." 

-BANK  OF  AMERICA  CMO  CATHERINE  BESSANT 
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SPECIAL  REPORT  |  MERGERS  AND  ACQUISITIONS 


ittle  physical  evidence  remains  of  what  was  once  the 
nation's  ninth  largest  bank,  with  1,500  branches,  3,500 
ATMs,  250  offices  in  25  countries,  $133  billion  in  deposits 
and  nearly  50,000  employees.  A  little  more  than  a  year 
after  Bank  of  America's  acquisition  of  Fleet  Boston  Financial 
was  finalized,  the  legacy  of  the  Fleet  brand  is 
limited  to  the  glowing,  20-by-60-foot  sign  that 
festoons  Boston's  FleetCenter  sports  and  enter¬ 
tainment  arena,  and  that's  only  because  of  some  naming 
rights  wrangling. 

While  the  Fleet  brand  is  all  but  gone,  its  customers  have 
remained,  tucked  neatly  into  the  Bank  of  America  fold.  Keep¬ 
ing  customers  happy  during  a  bank  merger  is  typically  a  tough 
task:  A  2001  Gallup  Poll  sponsored  by  the  American  Banker 
noted  that  54  percent  of  customers  were  unhappy  with  the 
service  they  received  after  their  bank  merged  with  another. 

That  displeasure  often  leads  to  customer  defections.  But  BofA 
not  only  limited  customer  churn  after  the  Fleet  merger,  it 
actually  grew  business  significantly.  For  the  first  three  quar¬ 
ters  after  the  deal  closed  on  April  1,  2004,  net  new  checking 
accounts  in  the  former  Fleet  franchise  increased  by  174,000, 
compared  with  35,000  for  all  of 2003. 

That  statistic  is  perhaps  the  most  tangible  sign  of  the  Bank 
of  America-FleetBoston  merger's  success.  The  positive  out¬ 
come — in  an  environment  where  the  majority  of  mergers  fall 
short  of  expectations — is  the  result  of  a  rigorous  integration 
process,  one  in  which  the  marketinggroup,  led  by  CMO  Cather¬ 
ine  Bessant,  played  a  critical  part  in  executing  the  overall  busi¬ 
ness  strategy  behind  the  deal. 

"One  of  the  roles  that  marketing  plays  in  our  company  is 
that  of  integrator  across  a  lot  of  lines  of  business, "says  Bessant, 
a  23-year  BofA  veteran  who  was  named  CMO  in  November 
2001.  'We  have  the  basic  belief  that  everything  communicates. 

So  there  wasn't  an  element  of  the  merger  that  we  weren't 
involved  in." 

Marketing's  responsibilities  included  managing  the  brand 
transition  of  Fleet's  physical  branches,  the  website  and  all 
other  customer  touchpoints;  overseeing  internal  and  external 
communications;  and  integrating  two  distinct  marketing 
organizations  without  disrupting  business.  Bessant  and  her 
team  succeeded  at  their  task  by  following  a  disciplined, 
detailed  integration  plan  that  incorporated  Six  Sigma  method¬ 


ologies  and  relied  on  cross-functional  expertise 
to  synchronize  schedules,  systems  and  serv¬ 
ices — and  to  ensure  that  no  scenario  was  left  to 
chance. 

In  other  words,  this  was  no  seat-of-the-pants 
operation.  "There  was  nothing  unexpected 
about  the  outcome,"  says  Bessant.  'We  had  very 
deliberate,  detailed  plans.  We  had  plans  for 
potential  failures  that  fortunately  didn't  mate¬ 
rialize,  and  an  architecture  that  is  producing  the 
results  we  had  hoped  for.  We  approached  this 
with  immense  humility  and  immense  planning." 

Bessant  and  her  team  viewed  the  merger  as  a 
way  to  develop  strong  ties  to  the  bank's  newly 
acquired  customers.  They  did  so  with  extensive 
research  and  surveys  to  gauge  customers'  needs 
and  satisfaction  levels.  "They  have  used  good  marketing  to 
implement  a  change  that  often  makes  customers  say,  'I'll  go 
somewhere  else,"'  says  Suzanne  Francis,  a  managing  partner 
specializing  in  mergers  at  management  consultancy  Robert  H. 
Schaffer  &  Associates.  "It  was  very  well  done." 


CLEAR  BENEFITS 

In  many  ways,  FleetBoston  was  the  perfect  merger  candidate 
for  Bank  of  America.  Acquisitions  are  a  key  element  of  BofA 
CEO  and  President  Ken  Lewis's  goal  of  creating  a  national  bank 
to  rival  Citigroup,  the  largest  U.S.  financial  services  company. 
By  acquiring  Fleet,  Bank  of  America  became  the  nation's 
largest  consumer  bank,  the  leading  lender  to  small  and  midsize 
companies  and  the  second  largest  bank  overall,  with  nearly 
$  1  trillion  in  deposits  (9.8  percent  of  the  total  banking  deposits 
in  the  United  States),  5,800  banking  centers  and  more  than 
16,700  ATMs.  Adding  Fleet  also  gave  Bank  of  America  a  com¬ 
manding  presence  in  the  Northeast,  a  market  in  which  it  had 
limited  prior  access. 

"The  strategic  benefit  of  the  transaction  was  very  clear; 
there  was  no  overlap  in  the  areas  served  by  the  banks,"  says 
Liam  McGee,  BofA's  president  of  consumer  and  small  business 
banking.  "These  were  attractive  markets  that  fit  nicely  into 
the  existing  franchise." 

The  lack  of  market  overlap  meant  both  the  merger  approval 
and  the  integration  of  the  two  entities  would  proceed  quickly. 
And  time  was  of  the  essence:  Bank  of  America  paid  about  $47  bil¬ 
lion  for  LleetBoston  Financial,  a  43  percent  premium  over  the 
trading  price  of  Fleet's  stock  on  the  morning  the  deal  was 
announced  and  2.7  times  Fleet's  book  value.  Because  of  the  hefty 
price,  BofA's  management  was  under  pressure  to  make  the  newly 
acquired  assets  contribute  to  the  bottom  line  as  soon  as  possible. 
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Everybody  into  the  Talent  Pool 


While  much  of  the  focus  during  the  Bank  of 
America-FleetBoston  Financial  merger  was 
on  customers,  CMO  Catherine  Bessant  and 
her  senior  managers  also  kept  a  close  eye 
internally  on  the  integration  of  the  two  market¬ 
ing  organizations.  One  of  the  trickiest  chal¬ 
lenges  in  a  merger  may  well  be  melding  two 
distinct  groups,  with  their  own  cultures  and 
approaches  to  getting  things  done. 

Bessant  saw  the  merger  as  an  opportunity 
to  look  at  both  marketing  organizations  and 
come  up  with  a  new  structure  that  would 
take  advantage  of  their  respective  strengths. 
"We  looked  at  each  individual  discipline  and 


mapped  the  disciplines  so  that  we  knew  orga¬ 
nizationally  exactly  where  everybody  was  and 
what  they  did  in  both  companies,"  she  says. 

Fleet  was  known  for  its  marketing  prowess 
in  commercial  banking  but  was  often  criticized 
for  its  retail  banking  initiatives,  says  John  Caru- 
sone,  president  of  the  Bank  Analysis  Center. 
BofA's  marketing  in  the  retail  banking  space, 
by  comparison,  was  viewed  as  strong. 

"Bank  of  America  chose  the  best  from  each 
organization,"  says  Allan  Steinmetz,  CEO  of 
Inward  Strategic  Consulting,  which  specializes 
in  internal  marketing.  "They  have  a  culture 
based  on  meritocracy,  keeping  the  best 


person,  not  just  the  one  with  tenure." 

In  some  cases,  combining  the  two  groups 
led  to  new  initiatives.  Both  banks,  for  example, 
had  done  a  lot  of  sports  sponsorship,  but 
Bessant  didn't  think  either  side's  program  had 
achieved  its  potential.  So  the  executive  team 
created  a  new  unit  to  specifically  focus  on  that 
work— a  first  for  both  banks. 

"It  sounds  cliche,"  says  Bessant,  "but  we 
did  a  very  intellectually  honest  process  of 
looking  at  the  best  parts  of  both  organizations 
and  looking  at  places  where  both  organiza¬ 
tions  could  be  better  objectively  in  a  way  that 
neither  had  been  before."  -C.  v.H. 


The  Customer  pfer  One 
parameters  werlpefined  by 
the  business  strategy  and 
turned  over  to  our  marketing 
teammates  to  execute." 

-LIAM  McGEE,  BANK  OF  AMERICA'S  x 

PRESIDENT  OF  CONSUMER  AND  SMALL  BUSINESS  BANKING 


Lewis  tasked  Mark  Olcen,  BofA's  principal  financial  executive,  to 
lead  the  transition.  Olcen  turned  to  Bessant  and  McGee  to  help  set 
overall  goals  and  priorities  for  the  merger,  and  to  help  put  together  a 
transition  program  office  comprising  senior  executives  from  market¬ 
ing,  project  management,  technology  and  operations,  finance,  the 


banking  business  lines,  and  the  quality  and  produc¬ 
tivity  group,  which  was  responsible  for  making  sure 
the  bank's  Six  Sigma  methodologies  were  applied  to 
the  merger. 

The  team's  first  significant  milestone  was  Feb.  20, 
2004,  when  detailed  transition  plans  from  each  group 
were  due.  "That's  where  we  drew  the  first  line  in  the 
sand  and  said.  This  is  what  we're  doing;  this  is  the 
timetable;  these  are  the  key  factors;  these  are  the 
financial  implications,"  says  Rick  Parsons,  head  of 
BofA's  regional  marketing  efforts  and  marketing's 
lead  person  on  the  transition  team.  "Between  then 
and  April  15,  really  tough  decisions  were  made  about 
scope  and  timing,  trade-offs  about  risk  and  lots  of 
work  around  how  to  mitigate  risk." 


"A  COHESIVE,  COHERENT  VOICE" 

Marketing's  primary  mission  was  clear:  Make  the  tran¬ 
sition  as  painless  as  possible  for  Fleet  customers  in  order 
to  keep  them  from  talcing  their  business  elsewhere. 
From  the  day  of  the  announcement,  the  two  banks  had 
to  begin  communicating  to  the  customer  as  a  single 
entity — even  though  the  deal  wouldn't  close  for  another  six  months. 

"While  we  may  not  be  fully  legally  aligned  or  even  organizationally 
aligned,  we  were  accountable  for  operating  as  much  as  possible  as  a 
cohesive,  coherent  voice  to  the  customer,"  says  Bessant. 

To  help  prioritize  its  efforts,  the  marketing  team  kicked  off  an  exten- 
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Political  Potholes 


Part  of  marketing's  role  in  a  merger  is  navi¬ 
gating  the  inevitably  rough  waters  that  local 
politicians  kick  up  when  the  discussion  turns  to 
layoffs  or  office  closures.  The  Bank  of  America- 
FleetBoston  Financial  merger  was  no  excep¬ 
tion.  The  hackles  of  politicians  and  regulators  in 
Massachusetts  rose  over  concerns  that  Bank 
of  America  had  reneged  on  a  guarantee  about 
staffing  levels  in  the  Bay  State. 

The  problem  was  one  of  semantics. 

First,  the  two  sides  had  different  interpreta¬ 
tions  of  the  bank's  commitment  to  preserve 
"customer-facing"  jobs.  The  state  thought  the 
pledge  meant  maintaining  the  premerger  num¬ 
ber  of  jobs,  while  BofA  executives  countered 


that  they  meant  no  Fleet  branches  would 
close.  The  bank  did,  in  fact,  cut  about  700  jobs 
in  Massachusetts. 

State  officials  also  believed  that  bank  exec¬ 
utives'  commitment  to  base  six  business  units 
in  the  Commonwealth  meant  that  the  entire 
unit  would  be  housed  there.  The  bank  had  a  dif¬ 
ferent  take  on  that  pledge  as  well.  "They  meant 
that  the  chief  guy  was  here,  and  his  secretary 
was  here,  and  nothing  else,"  Rep.  Barney  Frank 
told  The  Boston  Globe  in  a  characterization 
that  only  slightly  exaggerated  the  facts. 

Politicians  were  quick  to  criticize  BofA  for 
these  issues,  making  various  threats  about 
taking  the  state's  banking  business  elsewhere. 


(The  bank  managed  to  galvanize  the  state's 
staunchly  liberal  Democratic  congressional 
delegation  and  its  staunchly  moderate  Republi¬ 
can  governor.) 

BofA  CMO  Catherine  Bessant  says  the  criti¬ 
cism  was  neither  unexpected  nor  unusual  for  a 
merger.  "Local  political  and  other  constituents' 
concerns  about  jobs  or  community  prosperity 
or  community  citizenship  happen  in  every 
single  one  of  the  transitions  that  we’ve  under¬ 
taken,"  she  says.  "It's  not  so  much  figuring  out 
what  to  do  when  we  learn  of  it  as  it  is  anticipat¬ 
ing  it  and  expecting  it." 

Which,  perhaps,  explains  why  shortly  after 
political  leaders  threatened  to  pull  the  Common¬ 
wealth's  $120  million  in  business  from  the  bank, 
Bank  of  America  announced  that  it  would  move 
one  of  its  four  main  divisions  to  Boston.  -C.  v.H. 


sive  customer  research  effort,  tracking  essential  numbers  (such  as 
net  growth  in  customers)  and  surveying  Fleet  customers.  The  com¬ 
pany  conducted  research  through  every  channel  possible — includ¬ 
ing  phone  surveys,  in  the  branches,  online  and  through  selected  focus 
groups — to  determine  customer  concerns  and  whether  those  con¬ 
cerns  were  being  adequately  addressed. 

The  goal  was  to  identify  the  problems  and  take  action  before  dis¬ 
satisfaction  turned  into  defection.  The  two  most  prominent  demands 
among  Fleet  customers:  that  the  transition  be  seamless  and  that  Bank 
of  America  would  not  "nickel  and  dime"  them,  says  Parsons. 

Marketing  also  oversaw  a  detailed  analysis  of  the  bank's  customer 
systems  and  operational  capabilities.  "We  knew  at  some  point  we'd 
have  to  undertake  operational  changes  that  would  affect  clients,"  says 
Bessant.  "It  was  a  combination  of  the  customer-based  research  as  well 
as  deep  technical  understanding  that  enabled  us  to  lay  out  our  plan." 

A  heavy  dose  of  the  bank's  Six  Sigma  quality-improvement 
methodologies  helped  as  well.  For  Parsons,  applying  Six  Sigma  made 
this  the  most  challenging  of  the  many  Bank  of  America  mergers  he 
had  been  involved  in.  "The  usual  expectation  in  the  marketplace  with 
transitions  of  this  kind  is  you  shrink,  and  it's  a  matter  of  stopping  the 
bleeding,"  says  Parsons.  But  through  its  corporate  Six  Sigma  initia¬ 
tives,  the  bank  had  developed  much  more  sophisticated  expectations 
around  performance.  Planning  was  more  detailed  and  tracking  the  exe¬ 
cution  of  those  plans  was  more  sophisticated,  as  was  measuring  the 
success  of  the  initiatives. 

To  understand  the  risks  arising  from  the  merger,  for  example,  the 


transition  team  used  a  Six  Sigma  tool  that  analyzes  the  effect  of  poten¬ 
tial  failures  throughout  the  process.  "It  essentially  asks,  Whiat  can  go 
wrong,  and  what  is  the  mitigation  against  that?"'  says  Parsons.  'We 
spent  hundreds  if  not  thousands  of  hours  in  the  marketing  space  alone 
on  these  analyses." 


A/Ve  spent  hundreds  if  not 
thousands  of  horn's  in  the 
marketing  space  aloRe  on 
failure  impact  analyses." 

-RICK  PARSONS,  HEAD  OF  BANK  OF  AMERICA'S  REGIONAL 
MARKETING  EFFORTS 
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Major  U.S.  banks  are  banking  on  us 


Click  Tactics  has  created  an  innovative  and  exciting  direct  marketing  solution. 
We  are  currently  helping  three  major  U.S.  banks  make  their  direct  marketing 
more  relevant,  more  effective  and  more  profitable. 


And  we  can  do  the  same  for  you.  We  can  help  you  streamline  processes 
and  incorporate  data  triggers  to  create  tailored  direct  mail  and  e-mail 
communications  to  each  and  every  one  of  your  customers  and  prospects. 
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To  learn  more,  call  us  at  1  -866-402-5425  or  go  to 

for  access  to  case  studies  ||| 
and  complete  information  on  our  ongoing  webinar  series. 
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Marketing  used  another  tool  to  explore  the  unglamorous  but  essen¬ 
tial  question  of  replacing  Fleet's  45,000  signs  with  the  Bank  of  Amer¬ 
ica  logo.  The  analysis  drilled  deep  into  all  elements  that  might  have  an 
impact  on  the  transition,  from  the  availability  and  reliability  of  local 
sign  vendors  to  the  winter  weather  patterns  for  Fleet's  home  base  in 
the  Northeast. 

"We  had  all  lands  of  almanacs  out,  even  soothsayers, "jokes  Parsons. 
We  actually  went  early  in  changing  out  ATMs  in  Massachusetts,  New 
Hampshire  and  Rhode  Island  because  we  became  more  and  more  con¬ 
cerned  about  the  weather." 

By  the  time  the  signs  went  up,  the  ATMs  and  online  banking  sys¬ 
tems  had  to  be  completely  aligned  and  accessible  for  all  customers,  and 
the  branch  and  other  customer-facing  personnel  had  to  be  properly 
trained.  The  transition  required  close  coordination  with  operations 
and  IT  to  ensure  the  underlying  infrastructure  was  ready  to  fully 
incorporate  Fleet  customers  into  the  BofA  system  and  BofA  cus¬ 
tomers  into  what  was  still  the  Fleet  system. 

A  PHASED  ROLLOUT 

Unlike  previous  mergers,  the  transition  team  decided  to  stagger  the 
switchover  in  eight  regions  throughout  the  Northeast.  Each  region 
had  a  launch  target  date,  dubbed  "Customer  Day  One." 

"The  Customer  Day  One  parameters  were  defined  by  the  business 
strategy  and  turned  over  to  our  marketing  teammates  to  execute,  all 
the  way  from  the  materials  to  the  signage  rollout  to  the  local  market 
programs,"  says  McGee. 

The  rollouts  were  prioritized  by  level  of  risk,  from  lowest  to  highest. 
If  mistakes  were  to  be  made  early  on,  the  transition  team  reasoned,  bet¬ 
ter  they  happen  in  places  like  upstate  New  York,  where  Bank  of  America 
already  had  a  solid  reputation.  'We  put  ourselves  in  a  very  deliberate 
cycle  of  phased  rollouts,  with  learnings  in  each  phase  being  applied  to 
the  next  phase,"  says  Bessant. 

One  primary  lesson  from  the  first  regional  rollout  was  the  need  to 
make  Fleet  branch  personnel  comfortable  with  BofA's  approach  in 
areas  such  as  in-branch  customer  service.  Fleet  employees  were 
retrained  to  approach  customers  in  the  lobby  instead  of  sitting  at  their 
desks  and  waiting  passively.  Another  change:  Fleet  branch  managers 
had  to  begin  measuring,  tracking  and  reporting  on  a  host  of  customer 
service  metrics — everything  from  associate  behavior  to  office  appear¬ 
ance  to  time  of  transactions — which  meant  getting  the  managers  up  to 
speed  on  Bank  of  America  methodologies.  To  ease  the  learning  curve, 
existing  BofA  branch  managers  were  brought  in  to  "buddy  up"  with 
their  Fleet  counterparts. 

The  buddy  system  was  part  of  a  carefully  coordinated  communica¬ 
tions  program  to  keep  both  new  and  old  employees  informed  and 
involved  in  the  transition.  The  marketing  group  used  every  available 
channel  to  distribute  information — e-mail,  the  company  intranet,  an 
in-house  television  station  called  Knowledge  Channel — along  with 
manager-to-associate  communications. 

"You  can't  overcommunicate  during  a  time  of  transition,"  says 
Bessant.  "People  are  hungry  for  knowl edge,  whether  it's  information 


Anatomy 

of  an  integration 


2003 


Oct.  27  Bank  of  America  and  FleetBoston  Financial 
announce  plans  to  merge. 

NOV.  1-NOV.  23  Merger  team  created. 

Dec.  20  Bank  of  America  units  begin  submitting  plans 
to  merger  team  that  define  the  scope  of  their  initiatives, 
measures  of  success  and  elements  of  risk. 


2004 


Feb.  20  Merger  team  delivers  first  plan  for  merger, 
with  timetable. 

March  31  Final  regulators  in  all  the  states  affected 
approve  merger. 

April  1  Merger  is  legally  complete.  BofA  ends  ATM  fees 
for  Fleet  customers  on  BofA  network. 

April  5  Bank  of  America  replaces  Fleet  sign  at 
Yankee  Stadium. 

July  3  Bank  of  America  replaces  Fleet  signs  at 
Fenway  Park. 

Aug.  1 6  First  stage  of  the  Customer  Day  One  phased 
switchover  occurs  in  upstate  New  York. 

Sept.  10  Bank  of  America  places  its  name  and  brand 
on  the  Fleet  website. 

Sept.  20  Customer  Day  One  in  New  York  City. 

Oct.  4-NOV.  15  Customer  Day  One  stages  in  Long 
Island  and  metro  NYC-area;  central  and  northern  New 
Jersey;  southern  New  Jersey,  Pennsylvania  and  Delaware; 
and  Hartford,  Conn. 

Dec.  6  Customer  Day  One  in  Boston. 

Dec.  20  Brand  transition  concludes  with  Customer  Day 
One  in  Maine,  New  Hampshire,  Rhode  Island  and  eastern 
Massachusetts. 


2005 


Feb.  17  Last  credit  and  debit  cards  changed  over  from 
Fleet  to  Bank  of  America. 

Mid-July  Target  for  completion  of  systems  integration 
and  merger  transition. 
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or  whether  it's  training  or  tools  or  capabil¬ 
ities.  Carefully  and  aggressively  communi¬ 
cating  is  hugely  important." 

The  more  reassured  the  staff  is,  the  more 
confidence  they  display  to  customers 
about  the  merger — not  just  in  words  but 
also  in  attitudes  and  actions.  "One  of  the 
fundamental  elements  of  communication 
is  to  lay  out  the  vision  of  the  company,"  says 
Bessant.  "We're  engaging  their  minds  with 
their  training,  and  we're  engaging  their 
hearts  as  we  build  a  culture  that  says  this  is 
a  special  place  to  work  and  a  special  place  for 
customers  to  do  business." 

REBRAND  AND  DELIVER 

The  first  Customer  Day  One  occurred  on 
Aug.  1 6, 2004.  The  last  took  place  on  Dec.  20. 
In  between,  some  6  billion  pieces  of  direct 
mail  went  out  to  Fleet  customers,  4.5  million 
new  ATM  and  debit  cards  were  issued  and 
those  45,000  Fleet  signs  were  replaced. 

In  some  ways,  the  logistics  of  replacing 
the  signs  were  more  challenging  than 
replacing  the  Fleet  brand  in  the  hearts  and 
minds  of  its  customers.  Over  the  past  two 
decades,  Fleet  had  grown  largely  by 
acquiring  other  banks,  many  of  which 
were  themselves  the  product  of  other 
mergers.  While  this  was  good  for  the  bot¬ 
tom  line — between  1993  and  the  time  of 
the  Bank  of  America  deal,  Fleet  had  grown 
from  $39.5  billion  in  assets  to  $196  bil¬ 
lion — each  new  bank  brought  under  the 
Fleet  name  meant  more  customers  with  no 
particular  allegiance  to  the  brand.  And 
Fleet  itself  didn't  do  much  to  increase 
whatever  loyalty  might  have  existed. 

"The  juggernaut  of  the  Fleet  acquisition 
program  was  veiy  effective  from  a  financial 
standpoint,"  says  John  Carusone,  president 
of  the  Bank  Analysis  Center.  But  customer 
service  suffered  during  Fleet's  buying 
binge.  "They  were  so  mindful  of  eliminat¬ 
ing  expenses  that  they  sacrificed  some  serv¬ 
ice  levels  in  all  market  segments,"  he  says. 
"There  was  almost  a  liability  associated 
with  being  a  Fleet  customer  for  a  while." 

Customer  ambivalence  toward  both  the 
Fleet  brand  and  its  customer  service  rein¬ 
forced  Bank  of  America's  desire  to  move 


quickly  with  the  transition,  as  customers 
responded  to  the  positive  service  they  began 
receiving  from  their  new  bank.  'We  saw  net 
new  checking  accounts  grow  in  the  Fleet 
markets,  particularly  accelerating  once  we 
changed  out  the  signage  and  the  rest  of  the 
customer-facing  naming,"  says  Bessant. 

The  marketing  team  has  used  many 
other  measures  to  gauge  its  progress, 
including  market  awareness  and  favora- 
bility.  In  the  first  quarter  of  2004,  about 
63  percent  of  the  customer  market  was 
aware  of  the  merger.  But  by  last  year's 
fourth  quarter,  awareness  had  spiked  to 
99  percent.  Over  the  same  period,  the  num¬ 
ber  of  customers  who  believed  the  merger 
would  go  smoothly  doubled  from  24  per¬ 
cent  to  48  percent.  These  measures  of  suc¬ 
cess  have  not  escaped  the  attention  of 
analysts  who  follow  the  banking  industry. 

"Bank  of  America  is  a  formidable  retail 
competitor,"  says  Carusone.  "It  has  insti¬ 
tuted  a  variety  of  marketing  nuances  and 
touches  that  are  well  received.  The  call 
centers  are  generally  viewed  as  more 
responsive.  The  greeters  in  the  branches 
are  viewed  as  a  means  by  which  to  improve 
the  customer  flow  at  busy  times." 

The  work  of  Bessant  and  her  team  is 
hardly  done,  nor  will  it  be  once  the  integra¬ 
tion  phase  ends  in  July.  If  anything,  the 
group's  marketing  skills  will  be  more  in 
demand  than  ever.  With  Fleet  in  the  fold, 
Bank  of  America  now  has  nearly  10  per¬ 
cent  of  the  deposits  in  the  United  States, 
reaching  a  regulatory  cap  that  means  the 
bank  can  no  longer  add  new  accounts 
through  acquisition.  So  if  Bank  of  Amer¬ 
ica  is  to  continue  growing,  it  must  do  so  by 
attracting  new  customers  and  selling  more 
products  to  the  customers  it  already  has. 
And  that's  marketing.  • 


Senior  Writer  Constantine  von  Hoffman  can  be 
reached  at cvonhoffman@cxo.com. 
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MAGINE  LAST  CALL  AT  A  SINGLES  BAR,  and  you  Ve  got  a  vivid  picture  of  the  cur¬ 
rent  M&A  landscape.  U.S.  corporations  once  again  are  hooking  up  at  a  near-record  pace, 
with  approximately  $250  billion  worth  of  deals  announced  in  the  first  quarter  alone. 

These  unions  include  some  highly  respected  brands:  Procter  &  Gamble  and  Gillette, 
SBC  and  AT&T,  MetLife  and  Travelers  Life  &  Annuity.  If  the  trend  continues,  we  could 
witness  the  third  most  active  year  ever  for  mergers  and  acquisitions,  with  total  deals 
somewhere  north  of  $1  trillion,  according  to  Thomson  Financial.  Unfortunately,  the 
typical  merger  is  less  likely  to  succeed  than  the  average  American  marriage:  Research 
from  Bain  &  Co.  shows  that  70  percent  of  major  deals  fail  to  create  significant  share¬ 
holder  value.  But  that  hasn't  stopped  companies  from  trying. 


:: 
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The  current  splurge  is  driven  by  the  mod¬ 
est  economic  rebound,  rising  stock  prices  and 
relatively  low  interest  rates.  "As  we  come  out 
of  a  slow  period,  survival  is  no  longer  the 
issue,  and  companies  are  looking  to  grow," 
says  Tim  Calkins,  associate  professor  of  mar- 
ketingat  Northwestern  University's  Kellogg 
School  of  Management.  "But  the  question  is. 
How  do  you  drive  profit  growth  in  an  envi¬ 
ronment  with  low  inflation  and  very  little 
pricing  leverage?  [Companies  have]  stripped 
out  all  the  costs  they  can.  How  do  they  accel¬ 
erate  top-line  growth?" 

Often  lost  in  this  growth-by-acquisition 
frenzy  is  the  role  that  marketing  plays.  For  a 
merger  to  succeed,  say  CMOs  and  other  indus¬ 
try  experts,  the  marketing  function — with  its 
bird's-eye  view  of  customers  and  the  market¬ 
place — must  be  intimately  involved,  from  the 
earliest  premerger  due  diligence  through  the 
post-merger  integration  phase. 

"It's  our  role  to  make  sure  that  no  one 
understands  the  market  or  our  customers 
better  than  we  do,"  says  Greg  Reid,  CMO  of 
Yellow  Roadway,  a  $7  billion  transportation 
company  born  from  the  2003  merger  of  Yel¬ 
low  Transportation  and  Roadway  Express. 

The  CMO  must  lead  the  charge  in  other  key 
areas  as  well:  researching  potential  deals  to 
ensure  complementary  cultures  and  brands; 
identifying  and  communicating  the  benefits 
of  the  merger,  both  internally  and  externally, 
to  manage  employee  and  customer  expecta¬ 
tions;  developing  the  right  strategy  for  com¬ 
bining  the  two  companies'  respective  brand 
portfolios;  and,  not  least,  integrating  two 
distinct  marketing  organizations.  Of  course, 
this  requires  close  collaboration  with  other 
departments — operations,  finance,  HR — to 
ensure  that  everyone  is  working  from  the 
same  page. 

Some  companies  have  weathered  the 
merger  storm  better  than  others.  The  positive 
experiences  of  Cingular,  Yellow  Roadway  and 
Global  Hyatt  maybe  helpful  to  CMOs  who  are 
still  developing  a  template  for  merger  success. 
Even  Hewlett-Packard,  hammered  for  its  con¬ 
troversial  acquisition  of  Compaq,  offers  some 
valuable  lessons.  It  was  HP,  in  fact,  that  used 


the  Compaq  deal  as  a  catalyst  to  create  a  cen¬ 
tralized  marketing  organization  and  a  new 
position  at  the  company:  the  CMO. 


Call  and  Answer 

Many  a  merger  stumbles  because  manage¬ 
ment  neglects  to  lay  the  necessary  ground¬ 
work  to  ensure  a  smooth  transition  for 
customers,  investors  and  employees.  "You 
need  to  think  through  your  merger  rationale 
ahead  of  time  so  you  have  effective  answers 
for  employees'  and  customers'  questions," 
says  Tom  O'Toole,  senior  vice  president  of 
strategy  and  systems  for  Global  Hyatt. 

Before  he  joined  Global  Hyatt,  O'Toole  saw 
firsthand  from  the  marketing  department  of 
another  hotel  chain  how  insufficient  prepa¬ 
ration  can  hurt  a  deal.  "You  can't  make  it  up  as 
you  go  along.  And  even  if  you  do,  you  don't  do 
it  publicly.  I  learned  that  from  seeing  it  done 


the  other  way,"  says  O'Toole.  So  when  the 
closely  held  Global  Hyatt  acquired  the 
Amerisuites  hotel  chain  late  last  year  for  an 
estimated  S600  million,  O'Toole  was  ready 
with  prepared  checklists  of  questions  to  ask — 
and  to  have  answered — before  the  public  and 
the  staff  got  the  news  (see  "All  This  and  IT 
Too,"  opposite  page). 

"You  have  to  appear  decisive  and  to  have 
thought  it  through  in  advance,"  O'Toole  says. 
Otherwise,  you  risk  losing  credibility. 

Other  experts  agree  that  once  the  acquisi¬ 
tion  wheels  are  in  motion,  marketing  must 
quickly  identify  and  communicate  the  bene¬ 
fits  of  a  unified  company.  "Marketing  needs 
to  help  build  the  story,"  says  Rob  Leavitt,  vice 
president  of  marketing  and  member  advocacy 
for  the  Information  Technology  Sendees 
Marketing  Association.  "And  then,  they  need 
to  get  everybody  excited  about  it." 

"Everybody"  includes  investors,  analysts, 
employees  and — most  important — customers. 
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systems,  says  Tom  O'Toole.  And  he  should  know:  The  Global  Hyatt  chief  marketer  als 
serves  as  the  company's  chief  informatio 

This  is  especially  true,  he  says,  in  the  hotel  business,  which  has  come  to  view  the 
Internet  as  an  important  distribution  channel 


us,  the  Web  is  not  just  about  com- 
rfmjiications,"  says  O'Toole,  whose  official  title  is  senior  vice  president  of  strategy  and 
systems.  "It's  a  mainline  transaction  channel,  an  integral  part  of  our  branding  and  our 
reservation  system." 

O'Toole's  IT  experience  was  especially  helpful  during  the  Amerisuites  merger.  "A 


Customer  defection  has  derailed  more  than 
one  merger,  and  nowhere  is  customer  churn 
more  of  a  problem  than  in  the  telecommuni¬ 
cations  space.  So  Cingular  Wireless  CMO 
Marc  Lefar  was  keenly  aware  of  the  need  to 
court  AT&T  Wireless  customers  after  Cingu¬ 
lar  announced  its  deal  to  acquire  AT&T  Wire¬ 
less  in  February  2004. 

"AT&T  Wireless  was  seen  as  having  had  a 
very  rough  year  prior  to  the  acquisition," 
says  Lefar.  "But  they  had  a  very  large  cus¬ 
tomer  base — people  who  had  chosen  AT&T 
over  Cingular.  If  we  were  to  instantly 
inform  them  that  the  company  name  was 
now  Cingular,  we  might  risk  significant  cus¬ 
tomer  attrition." 

To  mitigate  that  risk,  Lefar's  team  began 
identifying  tangible  customer  benefits  shortly 
after  the  acquisition  announcement.  They 
spent  the  next  nine  months  developing  a  list 
of  potential  benefits  and  put  each  through  a 
comparative  cost-benefit  analysis.  The  most 


significant  (and  expensive)  benefits  involved 
integrating  the  AT&T  and  Cingular  calling 
networks  to  seal  up  reception  dead  spots,  and 
combining  the  subscriber  networks  to 
extend  free  subscriber-to-subscriber  calls  to 
all  of  the  newly  combined  companies'  46  mil¬ 
lion  customers. 

Pushing  forward  on  initiatives  to  deliver 
those  benefits  required  buy-in  from  Cingu- 
lar's  senior  management  and  board  of  direc¬ 
tors.  Getting  their  attention  was  relatively 
easy,  considering  Cingular  was  plunking 
down  $41  billion  in  cash  for  the  deal.  "You  can 
get  a  lot  of  people  to  free  up  their  schedules 
pretty  quickly  when  you're  trying  to  create 
value  from  the  largest  check  ever  written," 
says  Lefar. 

Lefar  secured  his  case  by  using  the  cost- 
benefit  analyses  to  clearly  show  how  the  ini¬ 
tiatives  would  enlarge  the  calling  network, 
attract  new  customers  and  reduce  churn. 
They  would  also  stimulate  more  peak-time 


calling,  which  would  provide  incremental 
revenue. 

"Every  program  had  a  very  detailed  busi¬ 
ness  case  behind  it,  from  the  cost  and  long¬ 
term  effects  to  the  advertising  investment 
that  would  be  required  for  promotion,"  he 
says.  "I  felt  a  lot  of  pull  from  my  peers  and  the 
board  to  understand  what  marketing  was 
going  to  do." 

Lefar  felt  the  initiatives  would  carry  the 
decisive  "wow"  factor  that  would  persuade 
AT&T  Wireless  customers  to  stay  with  Cin¬ 
gular.  Toget  the  word  out,  his  staff  developed 
a  "wedding  invitation"  to  introduce  cus¬ 
tomers  to  the  enhanced  new  company  and  its 
benefits. 

The  deal  closed  in  October  2004.  In  the 
fourth  quarter,  net  subscriber  growth  was 
more  than  double  what  analysts  predicted, 
and  Cingular  saw  the  largest  bump  in  quar¬ 
terly  subscriber  acquisitions  of  any  com¬ 
pany — ever — in  the  business. 
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Separate  but  Equal 

One  crucial  marketing  question  a  merger 
raises  is  how  to  handle  the  newly  combined 
brands.  Do  you  sunset  one?  Do  you  keep 
them  separate  but  equal?  Cingular  succeeded 
in  melding  two  brands  into  a  single  entity. 
Other  companies  discover  that  the  best  way 
to  build  market  share  is  to  keep  the  primary 
brands  separate,  even  if  they  compete  in  the 
same  space. 

"I'm  a  big  believer  that  you  can  have  more 
than  one  brand  in  a  category  and  [as  a  result] 
own  more  of  the  marketplace,"  says  Reid. 
When  Yellow  and  Roadway  merged,  Reid  and 
the  management  team  decided  to  maintain 
both  brands. 

Reid  placed  a  premium  on  achieving  "zero 
customer  defection."  Retiring  either  brand, 
he  reasoned,  would  incur  the  risk  of  disen¬ 
franchising  existing  customers.  "Customers 
who  are  very  loyal  to  one  brand,  if  they  lose 
the  option  for  making  a  choice,  may  resent  it 
and  go  to  a  competitor  rather  than  accept  the 
resulting  brand,"  he  says.  "A  loyal  Tide  user 
may  not  switch  to  Cheer." 

Such  reasoning  is  especially  important,  he 


says,  when  brands  have  similar  price  points 
and  service  offerings,  but  different  brand 
associations.  For  example,  Ford  owns  both 
Jaguar  and  Volvo.  The  price  ranges  for  these 
vehicles  certainly  overlap,  but  they  have  very 
different  brand  propositions:  Jaguar  is  about 
luxury,  whereas  Volvo  means  safety.  "In  com¬ 
bination,  they  create  greater  market  share," 
Reid  says. 

Of  course,  maintaining  two  competing 
brands  presents  particular  challenges.  Reid 
and  his  staff  continue  to  explore  the  best  way 
to  articulate  why  a  customer  would  pick  Yel¬ 
low  over  Roadway,  or  vice  versa.  'We're  still 
working  to  understand  why,"  he  says.  "But 
it's  our  job  to  articulate  that,  build  upon  those 
differences  and  be  sure  the  merger  doesn't 
compromise  either  brand." 

Yellow  and  Roadway  continue  to  maintain 
separate  marketing  departments,  with  Reid 
and  a  small  team  of  marketing  professionals 
representing  the  thread  running  between  the 
two.  Each  department  has  brand  and  service 
marketing  managers  who  oversee  their 
respective  services.  They  share  certain  ele¬ 
ments,  such  as  market  research,  and  combine 


forces  when  buying  media  to  reduce  costs  and 
get  better  positioning. 

Reid  accedes  that  his  dueling-brands 
approach  is  unorthodox.  "There  might  be 
people  who  don't  agree  with  this,"  he  says. 
"But  the  past  year  was  the  most  successful  in 
our  company's  history."  And  although  Reid 
didn't  quite  achieve  his  "zero  defection"  objec¬ 
tive,  he  says  churn  was  "absolutely  mini¬ 
mal" — another  indication  that  his  team  made 
the  right  decision. 

Which  might  explain  why  Yellow  Road¬ 
way  plans  to  mimic  that  approach  with  its 
newest  acquisition:  USF.  Although  the  intent 
behind  the  $1.37billion  acquisition,  announced 
in  February,  differs  from  the  merger  with 
Roadway,  the  company  intends  to  keep  the 
USF  brand  distinct. 


A  Delicate  Balance 

The  USF  deal  is  the  type  of  acquisition  that 
companies  see  as  a  relatively  quick  and  inex¬ 
pensive  means  to  expand  their  brand  portfolio. 
Global  Hyatt's  acquisition  of  the  Amerisuites 


Will  You  Survive? 

With  all  the  M&A  activity,  if  your  company  hasn't 
already  been  through  a  merger,  it's  probably  only  a 
matter  of  time.  Which  means  you  need  to  start 
thinking  about  surviving  a  merger  before  it  happens. 
Toward  that  end: 


Be  strategic.  Merging  compa¬ 
nies  tend  to  hold  on  to  people  who 
can  think  big  picture— and  not 
just  about  marketing,  according 
to  Carl  Tsukahara,  a  principal  at 
Marketing  Arts,  a  consultancy. 
CMOS  need  to  have  an  enter¬ 
prisewide  view  that  looks  beyond 
what  marketing  is  trying  to  do. 


Be  accountable.  Have  your 
marketing  and  performance 
metrics  in  place  even  before  your 
company  considers  a  merger, 
says  Allan  Steinmetz,  founder  and 
CEO  of  Inward  Strategic  Consult¬ 
ing.  "You  need  to  demonstrate 
the  impact  of  your  marketing 
programs,"  he  adds. 


Be  indispensable.  That  may 
be  tricky,  depending  on  the  goal  of 
the  merger.  "If  the  merger  was  to 
acquire  a  new  capability,  they're 
probably  going  to  want  your  skill," 
says  Tsukahara.  "But  if  it  was 
intended  to  expand  the  com¬ 
pany's  footprint  or  gain  leverage, 
you'll  have  challenges  no  matter 
what."  Try  to  position  yourself  as 
having  unique  capability.  For 
example,  if  the  acquiring  company 
sells  to  large  corporations,  play  up 
your  experience  reaching  mid¬ 
market  businesses. 

Be  honest.  If  you  don't  have 
the  capabilities  the  new  organiza¬ 
tion  requires,  be  careful  not  to 


oversell  yourself.  "People  often  put 
more  effort  into  trying  to  get  the 
position  than  into  figuring  out 
whether  they're  going  to  be  good 
at  it  and  going  to  be  happy,"  says  Al 
Patel,  principal  consultant  of  the 
Zyman  Group.  "If  you  overinflate 
your  abilities,  they'll  be  able  to  tell." 

Be  flexible.  Identify  an  alterna¬ 
tive  position  inside  or  outside  the 
marketing  department  in  which 
you'll  be  able  to  utilize  other  skills, 
says  Steinmetz.  When  Fleet¬ 
Boston  Financial  merged  with 
Bank  of  America,  Fleet  CMO  Anne 
Finucane  landed  a  job  as  presi¬ 
dent  of  northeast  operations  for 
the  combined  bank.  -C.C. 
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begin  implementing  it  by  next  year. 

In  the  meantime,  it's  critical  that  existing 
employees  are  inculcated  with  the  proper  posi¬ 
tioning  message  between  the  two  chains 
because  their  customer  interactions  are  cru¬ 
cial  to  the  acceptance  of  the  new  brand.  "When 
customers  ask  questions,  the  staff  needs  to 
have  compelling  answers,"  says  O'Toole. 
'What  are  the  tangible  features  of  the  brands, 
the  competitive  differentiators?  We  need  to 
have  that  very  well-defined  internally." 

For  example,  O'Toole  knew  once  the 
merger  was  announced  that  customers  would 
immediately  want  to  know  whether  the  new 
Amerisuites  locations  would  be  part  of  Global 
Hyatt's  frequent  guest  program.  'We  didn't 
want  to  have  to  say  'an  announcement  will  be 
forthcoming,"'  he  says.  When  the  questions 
come,  they  come  fast,  so  you  don't  want  to  be 
in  the  position  of  giving  a  lame  answer." 


Come  Together 

As  Global  Hyatt's  experience  shows,  employee 
buy-in  is  another  key  factor  in  a  merger's  suc¬ 
cess.  That's  why  building  the  right  post-merger 
team  is  crucial.  CMOs  of  acquiring  organiza¬ 
tions  often  stumble  here  by  keeping  the  per¬ 
sonnel  they're  familiar  with  and  overlooking 
the  talent  at  the  company  that's  being  pur¬ 
chased  (see  Will  You  Survive?"  opposite  page). 

Cingular's  Lefar  avoided  that  blunder 
during  the  AT&T  Wireless  acquisition  by 
cherry-picking  the  best  people  and  practices 
from  both  marketing  organizations.  He 
made  no  guarantees  to  his  own  staff  about 
their  post-merger  roles.  "I  made  it  very  clear 
to  the  senior  team,  much  to  their  dismay, 
that  we  were  going  to  look  at  everybody,"  he 
says.  "That's  the  only  way  to  create  greater 
value,  to  preserve  the  best  skill  sets  for  both 
companies." 

Mergers,  in  fact,  are  often  a  good  time  to 
step  back  and  rethink  the  makeup  of  the  mar¬ 
keting  organization.  That's  what  Hewlett- 
Packard  did  after  closing  its  deal  with  Compaq 
in  May  2002.  The  first  order  of  business  was 
integrating  the  newly  merged  companies' 
supply  chain  operations,  but  shortly  there- 


hotel  chain  was  such  a  purchase.  Global  Hyatt's 
O'Toole  says  the  goal  was  to  move  beyond  the 
company's  four-  and  five-star  hotel  roots  and 
into  the  "upscale  limited-service  hotel"  space. 
'We  wanted  to  accommodate  corporate  cus¬ 
tomers  who  are  looking  for  a  wider  price 
range,"  he  says. 

Amerisuites  will  eventually  fall  under  a 
newly  created  brand  with  the  Global  Hyatt 
imprimatur.  To  reposition  the  chain,  Global 
Hyatt  plans  a  capital  investment  of  approxi¬ 
mately  $  150  million,  which  includes  upgrades 
of  Amerisuites'guest  rooms  and  public  spaces 
with  new  design  elements  and  signage.  The 
challenge  is  to  create  a  limited-service  experi¬ 
ence  that  still  feels  like  a  Hyatt. 


"We  have  to  be  really  careful  about  what 
typical  Hyatt  features  customers  can  expect, 
because  [Amerisuites]  is  a  limited-service 
hotel  chain,"  says  O'Toole.  'We're  very  mind¬ 
ful  that  we're  going  to  put  the  Global  Hyatt 
brand  name  on  it.  But  we  don't  want  [cus¬ 
tomers]  to  expect  the  same  as  they'd  get  from 
a  Hyatt  Regency." 

It's  a  challenge  to  create  a  worthy  addition 
to  the  Global  Hyatt  family.  O'Toole  and  his 
staff  are  still  wrestling  with  the  best  way  to 
execute  the  strategy,  but  he  says  that  the  key 
will  be  to  define  clearly  the  brand  expecta¬ 
tion  that  people  have,  both  internally  and 
externally.  O'Toole  says  he  expects  to  solid¬ 
ify  the  brand  concept  by  this  summer  and  to 


"You  can  get  a  lot  of  people  to  free  up 
their  schedules  pretty  quickly  when 
you're  trying  to  create  value  from  the 
largest  check  ever  written." 

-MARC  LEFAR,  CMO,  CINGULAR  WIRELESS 
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after,  then-CEO  Carly  Fiorina  turned  her 
attention  to  marketing. 

Previously,  HP  was  organized  into  68 
product  silos,  each  with  its  own  marketing 
teams,  branding  efforts,  messaging  and 
strategy.  Fiorina  realized  she  couldn't  bring 
the  two  companies  together  with  all  those 
marketers  doing  their  own  thing.  To  build 
the  brand,  she  was  going  to  need  a  strong, 
unified  corporate  marketing  function  to 
lead  the  challenge.  And  who  better  to  man¬ 
age  that  integration  than  Mike  Winkler,  the 
Compaq  veteran  who  had  overseen  the  sup¬ 
ply  chain  integration? 

Winkler,  who  was  named  CMO  in  2003, 
realized  the  urgency  surrounding  the  merger 
offered  "the  opportunity  to  reinvent  market¬ 
ing  in  the  company,"  he  says.  "It  forced  us  to 
redefine  why  someone  would  want  to  do  busi¬ 
ness  with  Hewlett-Packard."  Winkler  reor¬ 
ganized  the  product-focused  functional 
groups  within  marketing  around  segments 
such  as  public  sector,  small-to-midsize  busi¬ 
ness,  enterprise  and  consumer  products,  and 
an  assortment  of  vertical  industries.  He  also 
consolidated  the  company's  far-flung  brand 
work  to  allow  for  central  control  of  strategy 
and  messaging. 

Winkler  made  sure  to  apply  his  operations 
expertise  to  the  marketing  reorg.  "Until  the 
merger,  we  really  didn't  know  how  many  peo¬ 
ple  we  had  or  how  much  we  spent,"  he  says.  "A 
good  marketing  benchmark  is  that  you 
should  be  spending  30  percent  of  your  budget 
on  people  and  70  percent  on  programs;  ours 
was  the  opposite." 

Winkler  cut  the  combined  marketing  staffs 
by  15  percent,  down  to  5,000.  To  gauge  the 
skills  of  those  who  remained,  he  instituted 
a  self-testing  program  to  assess  individuals' 
marketing  knowledge  and  benchmark  their 
results  across  industries.  'We  found  out  many 
of  our  people  were  sub-par,"  he  says.  Man¬ 
agement  implemented  a  workforce  develop¬ 
ment  program,  offering  staff  the  opportunity 
to  earn  a  minimarketing  MBA  through  the 
Bridge  Program  at  Dartmouth's  Tuck  School 
of  Business.  Winkler  says  the  testing  and 
training  efforts  changed  how  the  company, 


particularly  its  engineers,  viewed  marketing. 
In  fact,  marketing  now  executes  the  strate¬ 
gic  plan,  a  former  finance  department  task. 
"That  sent  a  very  strong  message  of  the 
strengths  of  the  marketing  community," 
says  Winkler. 


Measures  of  Success 

The  strong  message  that  HP's  marketing  reor¬ 
ganization  sent  was  lost  on  the  investor  com¬ 
munity.  The  marriage  of  HP  and  Compaq  was 
sold  on  apromise  of  greater  shareholder  profit. 
But  the  company  never  delivered  on  that 
promise,  and  Fiorina  was  ousted  in  February. 

Winkler,  not  surprisingly,  doesn't  think 
the  stock  performance  accurately  reflects 
HP's  marketing  efforts.  "It's  overly  simplis¬ 
tic  to  draw  a  one-to-one  connection  between 
marketing  and  stock  performance,"  he  says. 
"We  believe  that  the  current  advertising 
campaign  has  been  extremely  successful  in 
elevating  our  brand  among  our  various  audi¬ 
ences  and  positioning  HP  extremely  well  for 
the  future." 

There's  some  evidence  to  support  that 
claim.  In  their  2004  report  on  the  world's  best 


brands,  Interbrand  and  Business  Week  listed 
HP  as  the  12th  most  valuable  global  brand,  up 
from  14th  in  2002.  The  same  study  reported 
that  H  P's  brand  equity  was  up  $  1  billion  in  the 
past  year,  and  that  brand  value  was  up  25  per¬ 
cent  since  2002. 

However,  those  measures  of  marketing 
success  have  not  been  enough  to  compensate 
for  the  merger's  operational  deficiencies,  nor 
have  they  contributed  to  profitable  growth. 
And  that,  after  all,  is  the  ultimate  litmus  test. 

Trouble  is,  if  one  or  both  of  the  businesses 
in  a  merger  have  fundamental  problems,  all 
you  really  get  is  a  business  with  the  same  prob¬ 
lems,  only  bigger. 

"People  think  mergers  will  solve  existing 
issues  with  a  company's  products,"  says  Sug- 
ata  Roychowdhury,  assistant  professor  of 
accounting  at  MIT's  Sloan  School  of  Man¬ 
agement.  "They  believe  they'll  be  able  to 
market  their  products  better  together,  even 
if  each  product  individually  hasn't  done  so 
well.  But  they're  just  applying  the  'bigger  is 
better'  concept  without  really  identifying 
bow  it's  better."  • 


Senior  Writer  Christopher  Caggiano  can  be  reached  at 
ccaggiano@cxo.  com . 
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I  tell  translators  to  forget 
the  copy  on  the  U.S.  site. 

I  say.  Let’s  talk  about 
the  meaning  and 

the  semantic  message.  99 


JOE  COHEN,  CHIEF  OPERATING  OFFICER,  MATCH.COM 


SLATIO 


Brand  Strategy 


cated.  Match.com  is  simple."  These  six  words, 
broadcast  on  TV,  radio  and  billboards  across  the 
United  States,  neatly  sum  up  the  idea  that  in  the 
turbulent  waters  single  people  must  navigate 
when  looking  for  love,  Match.com's  online  dat¬ 
ing  service  offers  an  easy  and  effective  way  to 
find  a  mate. 

If  only  communicating  such  a  resonant  mes¬ 
sage  to  singles  in  Europe,  Asia  and  South  Amer¬ 
ica  were  as  simple. 

Match.com  has  millions  of  international  users 
and  is  the  online  dating  service  of  choice  in  sev¬ 
eral  foreign  markets.  But  when  the  company 
began  its  international  expansion  three  years 
ago,  setting  up  local  websites  in  32  countries 
from  Norway  to  China,  executives  made  a  com¬ 
mon  miscalculation.  They  assumed  that  overseas 
cultures  would  respond  to  the  same  basic  pitch 
that  had  worked  so  well  in  the  U.S.  market.  But 
in  many  regions,  that  message  simply  did  not 
stick.  Something  was  lost  in  translation. 

"We  learned  that  it  was  not  just  about  talcing 
the  copy  off  our  English  site  and  translating  it," 
says  Match.com  Chief  Operating  Officer  Joe 
Cohen,  who  oversees  the  company's  interna¬ 
tional  operations  and  expansion  efforts.  He  now 
understands  that  localizing  a  website  is  very  dif¬ 
ferent  from  translating  it. 


"I'm  at  the  point  where  I  tell  translators  to  forget  the  copy  on 
the  U.S.  site,"  says  Cohen.  "I  say.  Let's  talk  about  the  meaning  and 
the  semantic  message."  Since  that  initial  overseas  push,  Match.com 
has  worked  to  strengthen  ties  with  local  marketing  partners  in  the 
35  countries  where  it  now  has  local  language  sites  in  order  to  more 
effectively  reach  customers  in  those  areas. 

"Developing  relationships  with  marketing  people  on  the 
ground  in  each  region  is  incredibly  important,"  says  Cohen.  "We 
are  trying  to  develop  a  relationship  with  our  customers  so  that 
they  can  develop  a  relationship  with  someone  else.  And  there  is  so 
much  nuance  in  that  message  that  has  to  come  across.  It's  an  incred¬ 
ible  challenge."  The  semantics  are  often  subtle.  The  primary  mes¬ 
sage  on  several  international  sites  is  not  "Love  is  complicated"  but 
"Millions  of  possibilities."  In  India,  the  company  adds  to  that  mes¬ 
sage  the  tagline:  "For  marriage  and  friendship." 

T ranslating  a  website  is  relatively  easy.  But  localizing  it  in  a  way 
that  addresses  foreign  customers  in  meaningful  terms,  without 
straying  too  far  from  the  U.S.  brand,  poses  a  significant  marketing 
challenge  for  many  global  companies.  At  one  end  of  the  spectrum 
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lies  the  temptation  to  scrap  the  U.S.  content  altogether  and  develop  a  fresh 
voice  that's  tailored  to  local  customers,  be  they  in  Portugal  or  Peru.  At  the 
other  end  is  the  belief  that  every  international  site  should  fall  in  lockstep 
with  the  brand,  supporting  the  creative  so  carefully  cultivated  back  at 
corporate.  The  sweet  spot,  as  one  might  expect,  often  lies  somewhere  in 
the  middle. 

"It's  a  fine  balance  between  determining  how  much  content  should  be 
standard  and  how  much  should  be  customized,"  says  Jeff  Swystun,  global 
director  of  Interbrand,  aglobal  brand  consultancy.  The  balance  may  vary 
greatly  from  industry  to  industry,  although  Swystun  generally  recom¬ 
mends  a  "70-30  rule  of  thumb" — that  is,  lockdown  70  percent  of  the  content 
so  that  it's  consistent  across  all  websites,  and  localize  the  other  30  percent. 

Speed  KUIs? 

In  hindsight,  Cohen  says  he  should  have  moved  more  slowly  with 
Match. corn's  international  expansion.  It's  a  frequent  misstep:  A  com¬ 
pany  rolls  out  international  sites  in  rapid-fire  succession  to  establish  a 


Many  markets  treated 
the  website  more  like  a  brochure 
than  as  a  medium  „ 

to  maximize  our  message. 

-PATTI ANN  McADAMS,  EXECUTIVE  DIRECTOR  OF 
NORTH  AMERICAN  E-COMMERCE,  AVON 


presence,  without  a  lot  of  thought  behind  customizing  the  content  for 
each  region.  Driven  by  their  need  for  speed,  executives  may  overlook 
the  fact  that  the  brand  message  should  not  be  left  to  the  devices  of  web¬ 
site  designers  scattered  around  the  globe. 

"I  always  suggest  to  clients  that  they  start  with  one  market,  maybe 
two,"  says  John  Yunker,  president  of  Byte  Level  Research  and  author  of 
the  book,  Beyond  Borders:  Web  Globalization  Strategies. 

When  Avon  Products  relaunched  Avon.com  as  an  online  shopping  site 
five  years  ago,  it  established  a  local  Avon  site  for  each  of  the  44  countries 
where  it  did  business.  The  company  gave  overseas  representatives  a  fair 
amount  of  creative  leeway  along  with  some  basic  tools  to  update  the  con¬ 
tent  to  reflect  their  local  business.  The  strategy  enabled  Avon  to  get  for¬ 
eign  sites  up  and  running  in  a  matter  of  months  to  gain  a  quick  online 
foothold  in  multiple  markets. 

That  was  the  good  news.  The  bad  news  came  in  the  form  of  a  wildly 
inconsistent  brand  presentation  across  44  very  different  websites.  The 
Avon  South  Africa  site,  which  prominently  features  skin  care  products 
on  its  start  page,  bears  little  resemblance  to  the  Japanese  site,  which  dis¬ 
plays  lipsticks  and  features  a  decorative  butterfly  fluttering  around  the 
page,  which  in  turn  looks  nothing  like  the  Venezuela  site,  in  which  visitors 
are  greeted  by  the  image  of  a  beautiful  woman  holding  a  syringe  up  to  her 
face  along  with  links  to  information  about  a  collagen  product. 

"In  some  markets,  the  level  of  quality  given  to  the  websites  was 
similar  to  what  you  were  seeing  in  the  U.S.  five  years  earlier,"  says 
Pattiann  McAdams,  Avon's  executive  director  of  North  American  e- 
commerce,  who  also  works  closely  with  localized  Avon  sites  in  other 
parts  of  the  world.  "In  many  markets,  they  treated  the  website  more 
like  a  brochure  than  as  a  medium  to  maximize  our  message  with  graph¬ 
ics  and  animation." 

As  its  global  Web  strategy  evolves  from  setting  up  shop  in  foreign 
markets  to  growing  its  business  in  those  regions,  Avon  is  sending  out  its 
U.S.  resources  and  expertise  to  improve  Web  design  and  consistency  across 
the  sites.  The  main  lessons  learned  from  its  earlier  expansion?  The  need  to 
proceed  at  a  more  measured  pace  and  build  localized  sites  that  mimic  the 
style  and  overall  quality  of  its  U.S.  site,  says  McAdams.  The  company's  ini¬ 
tial  focus  is  on  revamping  local  sites  in  its  strongest  overseas  markets  in 
Europe  to  make  them  more  consistent  with  the  U.S.  site. 

This  type  of  slow,  thoughtful  global  Web  buildout  is  generally  wiser 
than  a  quick  push  into  multiple  markets,  since  mistakes,  once  made,  may 
be  difficult  to  correct.  Companies  are  well-aware  of  the  dangers  of  deploy¬ 
ing  an  e-commerce  site  before  the  technical  infrastructure  can  handle 
overseas  shipping  and  related  tax  and  regulatory  matters.  They  must 
equally  consider  the  damage  that  can  result  from  inconsistent  branding 
across  multiple  sites. 

"It's  absolutely  possible  to  expand  too  quickly.  The  Web  is  a  very  power¬ 
ful  tool,"  says  Jerry  Bossick,  senior  vice  president  in  charge  of  interna¬ 
tional  marketing  at  Mattel.  The  toy  company's  marketinggroup  strives  to 
create  a  precise  and  consistent  image  for  Barbie  and  other  well-known 
brands,  right  down  to  the  background  color  and  tone  of  its  websites.  One 
solution  to  the  translation  versus  customization  dilemma  is  to  offer  more 
limited  content  on  overseas  sites. 

"There  has  to  be  a  lot  of  consistency,  but  the  content  might  not  be  as 
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Building  an  international  website  is  by  no  means 
a  formulaic  process,  but  marketing  executives 
should  consider  these  five  steps  to  get  the  most 
bang  for  their  baht  (oreuro,orrupee,or...) 

Hire  the  best  translators  money  can  buy. 

Whether  you  are  translating  your  entire  website  or  just  key 
information  from  the  start  page,  this  is  no  place  to  skimp  on 
costs.  A  poor  translation  (at  best)  will  suggest  you  are  not  serious 
about  doing  business  in  that  country  and  (at  worst)  could  cause 
legal  problems  if  critical  product  information  or  regulatory  data 
is  misstated. 

Get  a  second  set  of  eyes  to  check  for  offensive 
language  or  content.  The  color  white  can  symbolize 
peace  in  one  country,  death  in  another.  Likewise,  common  slang 
terms  that  are  acceptable  one  year  may  take  on  a  less  family- 
friendly  connotation  the  next.  Double-check  that  nothing  on  the 
site  inadvertently  offends,  and  when  you  are  done,  check  again. 

Customize  for  culture.  Consider  what  part  of  your 
message  may  be  lost  in  the  translation.  Are  you  trying  to  push  a 
dating  business  on  a  culture  that  thrives  on  arranged  marriages? 
Are  you  pitching  credit  cards  to  a  region  that  doesn't  believe  in 
consumer  debt? 

Customize  for  local  business  preferences. 

A  much  different  process  than  the  previous  step,  this  is  less 
about  having  a  deep  understanding  of  local  traditions  than  it  is  a 
matter  of  simply  knowing  the  pop  culture.  There  may  be  no  good 
reason  why  blue  cars  sell  strongly  in  some  markets  and  red  in 
others,  but  if  you  default  to  the  products  that  are  best-sellers  in 
the  United  States  when  selling  abroad,  you  might  lose  out  on  a 
lot  of  business. 

Don’t  forget  about  the  underlying  technology. 

Last  but  certainly  not  least,  you  must  work  closely  with  your  Web 
technologists  to  ensure  your  site  is  tech-friendly  to  all  regions. 
That  means  dial-up  support  for  populations  with  low  broadband 
penetration,  as  well  as  making  sure  your  site  performs  as  well  in 
New  Zealand  as  it  does  in  New  York.  If  people  can't  log  on  and 
navigate  easily  around  your  site,  any  efforts  to  improve  the 
quality  of  the  content— and  the  brand— will  be  wasted. 

-AO. 


broad  [on  foreign  sites],"  explains  Bossick.  "We  offer  selective  ele¬ 
ments."  In  other  words,  the  start  pages  look  the  same,  but  there's 
less  information  available  to  users  on  many  of  the  company's 
50-plus  international  sites.  We  don't  want  someone  going  off  and 
reinterpreting  what  the  appropriate  elements  of  the  brand  are," 
he  says. 

And  that's  a  critical  point:  Regardless  of  the  level  of  customiza¬ 
tion  a  company  undertakes  with  its  international  websites,  it  must 
stay  true  to  its  brand. 

"Every  company  has  certain  values,  and  those  should  remain 
constant  in  every  country  of  operation,"  says  Interbrand's  Swys- 
tun.  "You  don't  want  to  be  a  business  whose  image  is  dry  and  aca¬ 
demic  in  one  country  and  loose  and  hip  in  another." 

Glob; 

DN  ft.  'ffest 

One  irony  of  website  localization  is  that  the  risk  of  error  often 
runs  much  higher  for  Web-only  companies  that  may  have  mas¬ 
tered  underlying  e-commerce  technology  but  have  little  experi¬ 
ence  in  managing  a  global  brand.  Established  briclc-and-mortar 
multinationals,  on  the  other  hand,  are  well-versed  in  global  mar¬ 
keting  and  often  apply  that  expertise  to  their  websites.  FedEx,  for 
example,  does  not  regard  website  localization  as  much  different, 
in  principle,  than  any  offline  global  marketing  initiative  it  has 
ever  done.  "Global  business  is  very  much  part  of  our  DNA,"  says 
Karen  Rogers,  the  company's  vice  president  of  electronic  chan¬ 
nels  marketing. 

And  acquiring  expertise  in  global  marketing,  regardless  of 
whether  it's  done  online  or  on  the  street,  takes  time.  'We've  done 
business  globally  for  decades,"  says  Duane  Schulz,  vice  president  of 
Xerox.com.  'We  have  a  very  diverse  set  of  nationalities  on  our  staff. 
The  sense  I  get  is  that  some  of  these  younger  companies  that  have 
not  operated  as  a  truly  global  culture  will  have  a  tougher  time 
branching  out.  You  can  translate  a  webpage,  but  there  is  a  difference 
between  looking  Brazilian  and  being  Brazilian." 

The  Xerox  formula  for  successfully  selling  its  technologies  and 
consulting  services  online  is  a  careful  mix  of  exact  translation  and 
loose  customization.  Selling  mostly  in  the  B2B  space,  Xerox  must 
cater  its  offerings  to  the  varying  business  climates  in  different 
countries.  In  some  regions,  customers  are  primarily  large  enter¬ 
prises,  while  in  much  of  Europe,  the  company  sells  mostly  to  small 
or  midsize  businesses.  While  customizing  the  message  for  these 
different  audiences  is  essential,  all  localization  pursuits  are  based 
on  a  centralized  framework  to  ensure  that  each  message  is  consis¬ 
tent  with  the  core  brand. 

"The  brand  itself  is  something  we  really  drive,"  says  Schulz. 
We  want  to  make  sure  there  is  an  umbrella,  so  we  provide  con¬ 
tent  and  structures  from  the  center.  The  different  countries  can 
come  back  with  specific  adjustments  if  they  need  to.  If  you  don't 
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“You  can  translate  a  webpage, 
but  there  is  a  difference  between 

looking  Brazilian  and  being  Brazilian.” 

-DUANE  SCHULZ,  VP,  XEROX.COM 


manage  that  centrally,  you  can  be  operating  30  different  companies  in 
30  different  countries." 

A  consistent  message  is  just  one  piece  of  the  puzzle.  Schulz  also  empha¬ 
sizes  the  need  for  consistent  performance  across  all  sites,  from  the  same 
quick  response  time  to  tight  integration  among  the  localized  sites,  ensur¬ 
ing  that  business  can  be  transacted  smoothly.  Performance  issues,  he 
says,  reflect  on  the  company  and  its  brand  at  least  as  much  as  a  logo  or 
website  copy. 

"The  website  certainly  must  deliver  on  innovation  and  represent  the 
branding  in  terms  of  the  color  scheme  and  overall  look,"  says  FedEx's 
Rogers.  "But  it  also  has  to  be  reliable." 

As  a  global  service  whose  lifeblood  often  involves  connecting  cus¬ 
tomers  from  different  countries,  FedEx  needs  exacting  consistency  across 
all  of  its  220  country-specific  sites,  from  Albania  to  Zimbabwe.  Regardless 
of  their  location,  customers  must  have  full  visibility  of  the  status  of  their 
shipments  and  a  consistent  online  experience.  All  post  tabs  for  tracking 
packages  and  estimating  transit  time,  for  example,  fall  precisely  on  the 


same  part  of  the  page  across  all  sites. 

"They  all  have  a  common  style  that  is  dictated  by  a  very  detailed  style 
guide,"  says  Rogers.  The  contents  of  that  style  guide  were  developed  by 
the  marketing  team  and  approved  by  the  uppermost  levels  of  FedEx 
management.  So  committed  is  the  company  to  promoting  a  consistent 
online  brand  across  the  globe  that  any  major  website  design  changes 
must  be  approved  by  Chairman  Frederick  W.  Smith  before  they  are 
implemented. 

It  may  sound  like  an  extreme  compulsion  for  consistency,  but  from  a 
customer  standpoint,  it  makes  perfect  sense  to  FedEx.  "For  us,  there  are 
two  pieces  to  a  transaction:  thesender  and  the  recipient,"  Rogers  explains. 
"One  maybe  in  the  U.S.  and  the  other  in  China.  And  if  thesender  is  giving 
directions  on  how  to  track  a  package,  he  has  to  be  able  to  do  that  in  a  way 
the  recipient  can  follow."  • 


Andrea  Orr  is  a  freelance  writer  based  in  San  Francisco.  Send  comments  to 
cmofeedback@cxo.  com . 
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Digital  printing  can 
deliver  on  the  promise 
of  one-to-one  marketing 
more  easily  and  more 
affordably  than  ever — if 
you  do  your  homework 
By  Deborah  Branscum 


n  the  gospel  accordingtoone  to  one 

marketing,  variable-data  printing  takes 
you  one  step  closer  to  the  Pearly  Gates 
(you  know,  that  shiny,  profitable  place 
where  companies  track  the  wants  and 
needs  of  individual  customers  in  order  to 
make  the  right  offer  to  the  right  person  at 
the  perfect  time  and  place).  Now,  thanks 
to  variable-data  printing  on  digital  presses,  you  can 
tweak  your  print  communications  into  a  million 
different  versions  or  more.  Get  it  right,  fans  say, 
and  this  technology  can  help  you  serve  customers 
better  and  make  some  bucks  in  the  process.  Get  it 
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WHAT  SAVVY  PROS  KNOW 


If  you're  new  to  print  on  demand,  don't  be  distracted  by  its  promise,  which  may  not  pan 
out  for  your  company.  Do  your  homework  on  the  technology  and  potential  service  providers. 
Before  starting  a  project,  ask  printers  for  hard  evidence  "that  this  has  made  a  difference  for 
other  customers,"  advises  John  Leininger,  professor  of  graphic  communications  at  Clemson 
University.  After  that: 

Start  Slowly.  "Take  baby  steps  along  the  way,"  suggests  Tammy  Casserly,  president 
of  Wilde  Direct,  a  creative  agency  for  direct-response  media  owned  by  W.  A.  Wilde.  "Do  a 
phase-in  program."  Financial  services  is  one  industry  that's  made  a  successful  step-by-step 
transition  to  digital  printing.  One  baby  step  is  preprinting  full-color  shells,  which  let  you  use 
variable-data  print  in  black  ink  only.  "That's  a  very  good  way  to  enter  this  arena  without 
making  a  full  commitment  to  full-color  digital,"  she  says. 

Ask  early  for  your  printer's  help.  "We  get  pieces  all  the  time  where  we 
could  do  so  much  more  with  them,  but  we're  not  being  asked  to,"  notes  Steve  Van  Poolen, 
director  of  business  development  for  print,  direct  mail  and  fulfillment  company  Darwill 
Press.  Ad  agencies  and  marketing  services  firms  often  act  as  gatekeepers  between  a  printer 
and  a  corporate  marketing  department.  But  they're  not  as  experienced  about  digital  print¬ 
ing,  says  Van  Poolen,  and  may  not  know  that  shaving  a  half-inch  off  a  design  will  result  in 
big  savings. 

Keep  it  Simple.  Some  new  clients  want  to  pour  too  much  data  into  a  piece, 
according  to  Janice  Mayo,  senior  vice  president  for  marketing  at  Vertis,  a  digital  printing 
and  marketing  services  company.  Instead,  she  says,  sort  through  the  available  data  and  ask 
yourself,  "What's  the  relationship  between  the  data  and  the  action  thatyou  want  to  have 
people  take?" 

Get  support  from  Other  departments.  "We're  using  high  levels  of  customer 
data,  because  we're  taking  that  as  exports  or  pulling  it  out  of  the  clients'  data  systems," 
notes  Mayo.  Marketers  who  proceed  without  support  from  the  IT  or  data-modeling  folks 
can  run  into  trouble.  Print  on  demand  "needs  to  have  cross-functional  support  inside  the 
client.  And  that's  something  that  needs  to  happen  early  on,"  says  Mayo.  "Everybody  needs 
to  buy  into  the  program." 

Last  but  not  least:  Test,  test,  test.  Marketers  and  printers  all  agree  you  need  to 
test  early  and  often  to  benchmark  and  build  the  most  successful  personalized  campaigns. 
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wrong,  and  you  may  be  wasting  precious  mar¬ 
keting  opportunities  and  dollars. 

Just  ask  Ron  Ens,  Bowne  &  Co.'s  senior  vice 
president.  Two  years  ago,  the  company  helped  a 
leading  financial  management  firm  upgrade  its 
customer  communications  and  gain  efficiency 
through  the  use  of  print  on  demand.  At  the 
time,  the  financial  firm  buried  new  customers 
under  a  blizzard  of  mailings  from  the  corporate 
parent  and  the  customer's  local  broker.  It  was 
inefficient  for  the  financial  firm  and  confusing 
to  customers,  who  received  communications 
that  didn't  necessarily  match  in  tone,  appear¬ 
ance  or  purpose.  So  the  financial  firm  teamed 
up  with  Bowne  and  a  third  company,  which  spe¬ 
cialized  in  content  simplification,  to  streamline 
the  entire  process. 

"We  went  from  having  sometimes  as  many 
as  30  pieces  of  communication  down  to  one," 
says  Ens.  Now  Bowne  uses  a  nightly  feed  of  data 
on  newly  opened  brokerage  accounts  to  create 
custom  welcome  kits.  Shortly  after  opening  an 
account,  new  customers  receive  a  single,  per¬ 
sonalized  mailing  with  a  perfect-bound  booklet 
containing  all  the  documents  they  need.  The 
booklet  includes  details  on  them  account,  infor¬ 
mation  from  the  corporate  parent,  legal  disclo¬ 
sures  and  forms  that  require  their  signature. 

The  forms  are  pre-populated  with  data  from 
the  new  account  so  that  customers  need  only 
sign  and  send.  The  booldet  also  includes  a  per¬ 
forated  return  envelope  sporting  the  pre¬ 
printed  address  of  the  local  broker,  which  has 
helped  brokers  accept  the  new  system,  Ens  says. 
The  transition  took  about  six  months  from  con¬ 
cept  to  implementation  and  saved  a  chunk  of 
change  for  Bowne's  client.  More  important, 
though,  newcustomer  satisfaction  went  up 
and  confusion  levels  went  down,  says  Ens. 
"And  that  single,  simplified  communication 
makes  investors  feel  more  secure  about  their 
decision,"  he  adds. 


Courtingthe  Customer 


Sometimes  people  talk  about  variable  data  as 
if  it  simply  means  personalizing  the  name  on 
the  front  of  the  envelope.  "But  it's  really  not 
about  that  with  us,"  says  Barbara  VanSomeren, 
vice  president  of  marketing  for  hearing  aid 
manufacturer  Beltone  Electronics.  "It's  really 
about  this  whole  dialogue  as  we  court  our  cus¬ 
tomers  and  serve  them  up  the  right  informa¬ 
tion  at  the  right  time." 


That  dialogue  with  customers,  however,  is 
often  a  lengthy  conversation.  At  first,  Van¬ 
Someren  says,  Beltone  customers  want  only 
general  information.  Later,  they  look  for  advice 
about  their  specific  level  of  hearing  loss,  and 
eventually,  they  want  information  about  avail¬ 
able  technologies.  "It  takes  someone  an  average 
of  five  to  seven  years  to  buy  a  hearing  aid," 
VanSomeren  says.  "So  our  business  is  about 
courting  the  potential  customer.  Direct  mar¬ 
keting  is  very  important  in  that  process." 

I mportant  but  not  necessarily  simple.  That's 
because  Beltone  doesn't  sell  hearing  aids  to  con¬ 
sumers.  The  company's  direct  customers  are  the 
approximately  300  independent  businesses 
that  dispense  Beltone  hearing  aids  in  1 ,400  loca¬ 
tions  nationwide.  Some  of  the  vendors  have  a 
medical  practice;  others  work  in  retail  loca¬ 
tions.  Many  are  business  veterans,  but  they  also 
include  audiologists  with  little  marketing  expe¬ 
rience.  "They  all  have  different  wants  and 


needs,"  VanSomeren  says. 

Beltone  was  determined  to  find  a  system 
that  supported  the  unique  marketing  needs  of 
its  providers.  But  getting  the  technology  right 
was  no  easy  task  when  the  company  started  its 
quest  in  the  late  '90s.  After  several  years  and 
two  other  service  providers,  Beltone  began 
working  with  Darwill  Press.  The  partnership 
has  held  for  more  than  five  years,  but  it  wasn't 
until  last  N ovember  that  Beltone  got  the  easy, 
flexible,  fast  and  effective  system  it  craved. 
That's  when  Darwill  implemented  the  second 
version  of  Beltone's  customized  marketing 
tool,  which  is  based  on  the  printer's  own  For- 
Site  system. 

Now  dispensers  of  the  Beltone  hearing  aids 
can  log  on  to  the  company's  website  to  purchase, 
create  and  distribute  materials  customized  for 
their  practices  as  well  as  for  current  and  poten¬ 
tial  customers.  Some  dispensers  have  operations 
at  20-plus  locations,  for  example,  and  want  mate- 
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rials  with  photos  and  biographies  of  the  specific 
personnel  who  serve  customers  at  each  location. 
Darwill's  system  lets  them  upload  photos,  add 
text,  proof  materials,  ask  for  changes,  approve 
jobs,  and  even  buy  access  to  mailing  lists  that  Bel- 
tone  has  profiled  and  segmented  for  greater 
response  rates.  The  improved  system  "has  really 
done  a  great  job  of  helping  them  get  patients  in 
the  door  for  hearing  health  care,"  says  Van- 
Someren. 


Up  Close  and  variable 


Variable-data  printing,  often  referred  to  as 
print  on  demand,  has  been  around  for  some  30 
years,  according  to  John  Leininger,  a  printing 
expert  who  is  professor  of  graphic  communica¬ 
tions  at  Clemson  University.  Early  on,  the  tech¬ 
nology  was  proprietary,  crude  and  largely 
limited  to  black  and  white.  Modern  print  on 
demand  became  possible  after  1995,  with  the 
introduction  of  the  Indigo  color  digital  printer. 
As  more  sophisticated  digital  printers  became 
available,  the  technology  became  more  main¬ 
stream  but  not  necessarily  friendlier.  Machines 
were  unreliable,  the  color  output  was  imperfect, 
and  the  software  was  finicky.  Then  there  was 
the  small  matter  of  teaching  vendors  to  combine 
database  management  and  one-to-one  market¬ 
ing  techniques  with  their  more  traditional  roles 
of  juggling  graphic  design,  content  creation  and 
management,  and  color  printing. 

Given  the  challenges,  it's  not  surprising  that 
the  hype  about  print  on  demand  spread  much 
faster  than  its  actual  adoption.  But  that's  chang¬ 
ing.  InfoTrends/CAP  Ventures  estimates  that 
digital  process-color  production  will  capture 
S33.4  billion  in  retail  value  of  print  by  2006,  up 
from  the  $17.3  billion  it  generated  in  2001.  As 
Leininger  points  out,  today's  digital  color  qual¬ 
ity  is  excellent  and  appropriate  for  all  but  the 
most  demanding  use.  And  today's  technology 
is  easier  for  marketers  to  use,  thanks  in  part  to 
template  systems  with  Web-based  interfaces 
that  make  one-to-one  marketing  a  relative  snap. 

"It's  very  user-friendly,"  says  Gwen  Toma- 
sulo,  director  of  marketing  operations  for  Insti¬ 
tutional  Investor,  a  publishing  company  in 
New  York.  "When  you  see  sophisticated  kinds 
of  pieces  with  high  personalization,  you  think 
it  must  be  a  nightmare  to  put  together.  And  it 
really  isn't."  Tomasulo  should  know.  About  18 
months  ago,  Institutional  Investor  began  using 
a  print-on-demand  system  from  W.A.  Wilde,  a 


printer  that  also  offers  direct  marketing  serv¬ 
ices.  The  publisher  wanted  to  create  more  per¬ 
sonal  communications  with  its  customers  and 
introduced  at  least  a  dozen  variable  text  and 
creative  elements  to  its  renewal  and  invoicing 
series  of  letters.  The  programming  that  Wilde 
did  for  the  transition  was  speedy,  according  to 
Tomasulo.  (Proofreading  the  700  revamped  let¬ 
ters  was  actually  more  time-consuming.)  But  it 
was  time  well  spent. 

'We  saw  immediate  bumps  in  our  responses 
the  months  the  renewal  notices  went  out,"  she 
says.  "Every  one  of  our  publications,  all  20  of 
them,  saw  significant  increases.  And  in  pub¬ 
lishing,  when  you  can  raise  your  renewal  rates 
a  few  percentage  points,  that's  huge." 

Institutional  Investor  sends  subscriber  data 
to  Wilde  once  a  week.  Wilde  then  customizes 
and  prints  the  letters  based  on  preapproved 
templates.  Because  the  system  is  so  flexible, 
Tomasulo  can  encourage  individual  customers 
to  renew  their  subscriptions  by  highlighting 
appealing  but  last-minute  editorial  develop¬ 
ments  such  as  an  upcoming  feature  article  or 
special  supplement.  And  all  it  takes  for  a  text 
change  is  a  quick  e-mail  request  to  Wilde. 

"It's  reallyjust  about  exploiting  the  technol¬ 
ogy  to  test  all  different  kinds  of  opportunities," 
says  Tomasulo.  "Because  it's  all  digital,  you  can 
make  those  tests  easily  and  quicldy.  You  don't 
have  to  commit  to  a  large  print  run.  You  can  just 
make  some  changes  and  run  your  tests,  and  you 
can  see  your  successes  pretty  quicldy." 


Blinded  by  the  Light 


Talk  to  a  few  printing  pros  and  it's  easy  to  be 
seduced  by  the  promise  of  the  technology.  You're 
only  an  installation  and  a  few  lines  of  custom 
code  away  from  the  Promised  Land  of  Person¬ 


alization,  right?  Maybe. 

Customer  relationship  management  has 
developed  a  bad  name  "because  a  lot  of  compa¬ 
nies  have  spent  zillions  of  dollars  on  the  tech¬ 
nology  and  have  not  really  gotten  the  results 
they  wanted,"  says  M  artha  Rogers,  one-to-one 
marketing  maven  and  cofounder  of  the  Pep¬ 
pers  &  Rogers  Group  management  consulting 
firm.  "We  could  see  the  same  thing  happen  with 
personalization." 

To  avoid  that  mess,  it's  back  to  Marketing 
101,  says  Rogers.  Start  by  establishing  your  goal, 
whether  it's  increasing  in-store  traffic,  brand 
awareness  or  direct-mail  response  rates  by  a  par¬ 
ticular  percent.  Only  then  should  you  decide 
"whether  the  best  way  to  do  that  is  with— 
heaven  forbid — television  advertising  or  with 
segmentation  strategies  that  focus  on  young 
moms  or  with  4  million  versions  of  a  piece  that's 
going  togo  out  to  10  million  people,"  says  Rogers. 
"So  strategy  first,  then  technology."  (See  "What 
Savvy  Pros  Know,"  opposite  page.) 

If  print  on  demand  turns  out  to  be  the  right 
choice,  carefully  analyze  your  customer  data. 
"Understanding  and  tying  together  the  data 
behind  the  scenes  is  imperative  if  we're  going  to 
get  our  money's  worth  out  of  these  technolo¬ 
gies,"  says  Rogers.  It  helps,  she  says,  if  you  focus 
on  two  things:  first,  how  to  make  each  customer 
more  valuable  to  you  by  becoming  more  valu¬ 
able  to  the  customer;  and  second,  how  to  reduce 
your  costs  by  being  more  efficient  and  only 
sending  to  people  what  they  really  want. 

In  1995  Travelers  Personal  Lines,  a  member 
of  St.  Paul  Travelers,  introduced  the  first  direct- 
mail  retention  program  for  insurance  agents, 
according  to  Sharon  Steers,  vice  president  of 
Travelers  Personal  Lines  Marketing.  Initially  it 
was  a  feefgood  effort  to  encourage  insurance 
agents,  who  opt  in  to  the  program,  to  stay  in 
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touch  with  customers  through  holiday  cards 
and  other  gestures.  In  2002  the  company  made 
the  program  more  strategic  by  incorporating 
research  on  when  and  why  customers  lelt  and 
changing  their  communications  accordingly. 

Every  mailing  from  Travelers  is  cobranded 
with  the  independent  agent  who  sold  the 
policy,  and  each  piece  reflects  the  customer's 
personal  product  relationship  with  Travelers. 
Once  a  month  Travelers  sends  policyholder 
data  to  printing  services  giant  RR  Donnelley, 
which  houses  the  data  and  gives  Travelers  the 
ability  to  segment  its  customers  for  more  rele¬ 
vant  messaging.  That  ability  was  especially 
profitable  last  year,  when  T ra velers  customers 
in  one  marketplace  faced  potentially  off- 
putting  rate  increases. 

The  company  revved  up  its  one-to-one  mar¬ 
keting  quotient  by  using  one-to-one  mailings  to 
educate  customers  about  industry  factors  that 
affect  insurance  rates.  "We  were  very  targeted 
in  terms  of  the  product,  the  rate  and  additional 
policy  variables,"  notes  Steers.  When  the  prom¬ 
ised  rate  hike  arrived,  customers  didn't  bolt; 
they  barely  blinked.  And  the  retention  rate 
climbed  higher  than  ever.  "That's  the  value  of 
what  we  do,"  she  says.  'We're  able  to  deploy  our 
one-to-one  technology  to  respond  to  individual 
market  situations  and  opportunities  because 
we  have  all  that  data.  We  know  who  our  cus¬ 
tomers  are,  we  know  the  situations  that  they're 
experiencing,  and  we  develop  targeted  market¬ 
ing  strategies  to  either  capitalize  on  it  or  mini¬ 
mize  any  threat." 

Which  is  not  to  say  that  Steers  takes  the 
wonders  of  print  on  demand  for  granted.  Her 
marketing  department  added  a  controlgroup  to 
the  mix  when  it  revamped  the  customer-reten¬ 
tion  program.  That  lets  Travelers  measure  the 
impact  of  mailings  by  comparing  retention  of 
customers  who  receive  a  particular  communi¬ 
cation  with  retention  of  a  pool  of  customers 
who  did  not.  Thanks  to  the  controlgroup,  Steers 
says,  the  company  has  proven,  time  and  again, 
that  "our  retention  program  generates  an  aver¬ 
age  of  a  five-point  increase  when  we  use  the  pro¬ 
gram  versus  when  we  don't." 


Personalized  Pizza? 

tw.'. •  A:  •  . 


Given  the  potential  benefits,  who  wouldn't 
wa  nt  to  use  print  on  demand?  Try  a  fed-up  mar¬ 
keting  pioneer.  In  2002,  a  company  once  her¬ 
alded  for  a  heavily  personalized  direct-mail 


1 

TRICKS  OF 
THE TRADE 


Service  providers  are  honing  person¬ 
alization  technologies  in  ways  both  large 
and  small.  Lehigh  Direct,  for  example, 
uses  a  patented  process  to  create  sleek, 
UV-coated  paper  gift  cards  or  coupons 
that  sport  unique  customer  ID  numbers 
as  bar  codes.  Self-mailers  containing  the 
full-color  cards  get  printed,  finished  with 
bar  codes,  addressed  to  recipients,  then 
popped  in  the  mail. 

This  approach  has  been  popular  with 
national  retailers,  which  can  match 
individuals  to  specific  cards  when  the 
cards  are  redeemed,  according  to  for¬ 
mer  Lehigh  President  Damon  Snyder. 
That  lets  marketers  "focus  different  val¬ 
ues  of  coupons  to  different  customer 
faces,  to  different  demographics  and 
really  track  and  drive  in-store  traffic,” 
he  says.  (Lehigh  also  has  the  less-in- 
demand  ability  to  create  up  to  1  million 
custom  maps— think  postcards,  store 
openings  and  driving  directions  from  a 
consumer's  home.) 

Another  service  provider,  Scene7, 
has  developed  a  rich  media  platform  for 
print,  websites  and  e-mail  that  allows  for 
a  host  of  capabilities,  including  "dynamic 
customization"  of  images.  Retailer  Lenox 
used  that  capability  during  the  2004 
holiday  season  in  an  e-mail  promotion, 
although  it  could  have  been  a  print 
campaign.  Each  customer  saw  his  or 
her  first  name  on  the  image  of  a  holiday 
ornament,  which  could  be  purchased 
and  personalized  to  order.  The  custom 
images  generated  a  hefty  41  percent  lift 
in  sales,  according  to  Scene7. 
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effort  ended  several  years  of  similar  projects. 
The  results  simply  didn't  justify  the  expense 
and  resources  required  for  the  data  prepara¬ 
tion,  according  to  one  executive,  who  does  not 
want  to  be  quoted.  Moreover,  the  novelty  of  the 
direct-mail  piece  wore  off  over  time  as  the  com¬ 
pany  was  forced  to  repeat  its  format  to  deal  with 
data  issues.  Another  skeptic:  One  unnamed  fast- 
food  chain  VanSomeren  became  familiar  with 
earlier  in  her  career.  The  company  conducted  "a 
huge  cluster  study  on  neighborhoods  to  see  if 
personalized  pizza  communication  could  be 
more  effective,"  she  says.  "And  you  know  what 


we  found?  Pretty  much  everybody  feels  the 
same  way  about  pizza.  Personalization  just 
wasn't  right  for  the  category." 

Massimo  Prioreschi  is  no  skeptic  of  print  on 
demand,  however,  and  he  would  love  togo  back 
to  it.  "It  was  a  fantastic  thing,"  says  Prioreschi, 
vice  president  of  sales  and  marketing  for  travel 
company  Backroads.  In  2001  the  company 
began  using  28  versions  of  personalized  post¬ 
cards  to  encourage  past  customers  to  sign  up 
for  new  trips.  The  front  of  the  postcard  was 
designed  to  look  like  a  scrapbook  photo.  An  ele¬ 
gant,  full-color  shot  from  the  customer's  last 
destination  was  accompanied  by  personalized 
text,  such  as  "Biking  in  T uscany,  August  2000." 
The  flip  side  had  a  small  photo  of  the  suggested 
new  destination,  along  with  a  personalized  URL 
on  the  company's  website  and  an  invitation  to 
start  planning  a  new  trip.  The  campaign  gave 
sales  a  big  lift,  Prioreschi  says,  but  Backroads 
ended  the  print  promotion  in  2003.  "The  price 
[for  printing]  went  up  incredibly,"  he  says.  Now 
the  company  uses  personalized  e-mail  commu¬ 
nications,  which  aren't  as  effective  as  print  on 
demand  but  aren't  as  pricey  either. 

Print  on  demand  is  also  more  expensive  than 
traditional  printing — up  to  twice  the  price  per 
piece.  Industry  pros  say  cost  per  piece  is  an 
unfair  comparison  because  digital  printing  and 
traditional  printing  have  different  capabilities 
and  applications.  Companies  that  choose  a  long¬ 
term  print-on-demand  partnership  face  a  range 
of  installation  costs  from  zero  to  several  hun¬ 
dred  thousand  dollars,  depending  on  the  serv¬ 
ice  provider.  Fans  say  that's  often  a  worthwhile 
investment  because  print  on  demand  can  pay 
for  itself  with  increased  response  rates,  happier 
customers  and  cost  savings  from  greater  effi¬ 
ciencies.  "We  want  to  do  more,"  says  Tomasulo. 
'We've  just  scratched  the  surface.  I  lie  awake  at 
night  thinking  about  what  else  I  can  do." 

Print  on  demand  inspires  this  kind  of  enthu¬ 
siasm  because  there  are  no  plate  changes  to 
worry  about  or  commitments  to  large  print 
runs.  There  is  enormous  flexibility  and  increas¬ 
ingly  speedy  print  cycles.  In  short,  digital  print¬ 
ing  can  drastically  cut  the  distance  between  you 
and  your  customers.  The  technology  is  not 
without  flaws,  so  it's  hardly  marketing  para¬ 
dise.  But  for  Tomasulo  and  others  like  her,  it's 
close  enough  to  count.  • 


Deborah  Branscum  is  a  freelance  writer  in  Stockholm, 
Sweden.  You  can  reach  her  at  cmofeedback@cxo.com. 


so  may  2005  cmomagazine.com 


Give  a  Genie 
to  Every  Salesperson 

and  Watch  Their  Sales  Explode! 


They  can  even  take  Genie  to 
bed  and  make  calls! 

Sales  Genie  Comes  With  12  Databases  & 
Unlimited  Sales  Leads  &  Mailing  Lists. 

Business  Sales  Leads 

•  13  Million  U.S.  Businesses 

•  2.6  Million  Brand  New  Businesses 
•11.4  Million  Executives  &  Professionals 

•  600,000  Manufacturers 

•  218,000  Big  Businesses 

•  5  Million  Small  Business  Owners 

Residential  Sales  Leads 

•  200  Million  Residents 

•  57  Million  Homeowners 

•  18  Million  New  Movers 

•  3.7  Million  New  Homeowners 

•  2.6  Million  Bankruptcies 

•  12.5  Million  Households  with  Children 


For  FREE  One-Day  Trial  for  you  and  your  sales  team, 
call  Kent  Stormberg  at  866-313-6687  or 
visit  us  at  SalesGenie.com 


Genie 


5711  South  86th  Circle 
PO  Box  27347 
Omaha,  NE  68127 


A  Service  of 


infoUSA^ 


Fax  (402)  537-7909 
Toll-Free  1-866-313-6687 
E-mail:  midmarket@infoUSA.com 
Internet:  www.SalesGenie.com 


cmoofthe 


'M 


\  t 
•  « 

•  t 

Future  Ten 


New  research  highlights  the  changing  role- 
and  required  skills— of  the  CMO 


BY  SAMAR  FARAH 


COMING  SOONTO  AN  OFFICE  NEAR  YOU:  The  CMO  of  the  Future.  You  may  riot 
recognize  him.  He  has  ROI  on  the  tip  of  his  tongue,  reams  of  customer  analytics 
in  hand  and  appointments  with  the  engineering  department  keyed  into  his  PDA. 


CMO  Partners — a  venture  launched  in  February 
by  former  Inforte  consultants  Peter  McNally  and  Tom 
Klein  and  Wharton  marketing  professor  David  Reib- 
stein — is  on  a  quest  to  redefine  the  CMO'sjob  descrip¬ 
tion.  Not  only  must  CMOs  continue  to  create  value 
for  customers,  the  group  contends,  they  must  also 
deliver  on  a  new  mandate:  Capture  value  for  the  com¬ 
pany.  That  requires  new  approaches  to  link  market¬ 
ing  investments  directly  to  financial  outcomes  (see 
"Connect  the  Dots,"  Page  55). 

The  belief  that  outdated  practices  were  keeping 
CMOs  from  thriving  in  a  new  era  of  accountability 


helped  drive  the  trio's  approach  to  the  research  and 
their  formation  of  CMO  Partners.  "It  appeared  to  us 
that  traditional  marketing  practices  weren't  work¬ 
ing,"  says  McNally,  who  along  with  Klein  and  Reib- 
stein  are  CMO  Partners'  managing  directors.  "At  a 
very  fundamental  level,  there  was  something  wrong." 

To  test  their  theories,  the  team  lucked  off  a  research 
project  sponsored  by  Inforte,  Wharton  and  executive 
search  firm  Spencer  Stuart,  in  which  they  interviewed 
more  than  350  CEOs  and  CMOs.  Their  primary  con¬ 
clusion:  The  role  of  the  CMO  must  expand. 

"Our  definition  of  marketing  is  everything  you  do 
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to  go  to  market,"  says  McNally.  "When  you 
define  it  that  way,  that's  a  much  broader  lens 
and  you  start  seeing  opportunities  across  the 
organization.  It  doesn't  mean  that  everything 
has  to  report  to  the  CMO,  but  it  does  mean 
that  you've  got  to  be  able  to  define  your 
agenda  and  then  work  across  the  organiza¬ 
tion  to  achieve  it." 

CMO  Partners  envisions  a  chief  marketer 
who  knows  how  to  develop  intangible  assets 
such  as  brand  value  and  customer  loyalty 


ditional  metrics  such  as  awareness  or  satisfac¬ 
tion  don't  connect  to  corporate  performance 
metrics.  Yet  most  respondents  continue  to 
look  to  these  types  of  metrics  in  an  attempt  to 
justify  their  marketing  budgets. 

"People  may  say  they  have  an  objective  of 
what  they  want  their  satisfaction  levels  to 
be,"  says  Reibstein.  "But  they  don't  know 
what  it  costs  toget  that,  and  they  don't  know 
what  it  delivers  for  them  once  they  get  it." 

In  short,  CMOs  need  to  embrace  new 


Marketing  needs  to  take  ownership  of  any 
experience  with  the  brand  and  the  company. 

They  need  to  worry  about  all  customer 
interactions."  -tom  klein,  cmo  partners 


and — most  important — link  those  assets  to 
profitable  growth. 

To  their  surprise,  the  group's  findings  sug¬ 
gest  that  the  biggest  challenge  may  not  beget¬ 
ting  CEOs  and  CMOs  to  see  eye  to  eye.  One 
may  speak  the  language  of  revenue  while  the 
other  may  prefer  talking  about  customer  sat¬ 
isfaction  and  brand  awareness,  but  the 
research  indicates  that  thesegroups  are  on  the 
same  page  when  it  comes  to  identifying  a  com¬ 
pany's  most  pressing  marketing  concerns. 

"We  did  not  find  any  major  difference 
between  the  CEOs  and  CMOs  on  any  major 
topic,"  says  McNally. 

That's  not  to  say  their  joint  outlook  is  all 
positive.  Neither  is  fully  satisfied  with  mar¬ 
keting's  ability  to  tackle  important  marketing 
issues  such  as  customer  retention  and  prod¬ 
uct  growth.  Only  24  percent  of  CMOs  and 
21  percent  of  CEOs  surveyed  said  their  com¬ 
pany  has  been  effective  in  managing  their 
most  pressing  marketing  issue,  which  may 
explain  the  explosive  level  of  CMO  turnover. 

"CEOs  were  getting  more  and  more  frus¬ 
trated  with  marketing.  Marketing  had  been 
given  a  very  long  leash  and  was  running 
around  in  circles  on  that  leash,"  says  Reibstein. 

The  problem  is  one  of  accountability.  Tra¬ 


metrics  that  will  help  them  draw  a  straight 
line  between,  say,  brand  value  and  financial 
results.  It's  a  call  to  action  that  requires  CMOs 
to  recast  their  role  as  the  voice  of  the  cus¬ 
tomer  across  the  enterprise. 

"Marketing  needs  to  take  ownership  of 
any  experience  with  the  brand  and  the  com¬ 
pany,"  says  Klein.  "They  need  to  worry  about 
all  customer  interactions:  what  goes  on  when 
someone  calls  in  to  the  contact  center,  what 
happens  when  someone  from  the  sales  force 
visits  a  customer,  what  happens  when  some¬ 
one  drops  something  off  at  the  loading  dock." 

Yahoo  CMO  Cammie  Dunaway,  who  par¬ 
ticipated  in  the  CMO  Partners  survey,  agrees 
that  marketing  must  align  better  with  all 
facets  of  the  corporation.  "You  want  to  be  con¬ 
necting  in  at  the  very  senior  levels  of  the 
organization,"  she  says,  "and  you  also  want  to 
be  connecting  in  with  the  engineers  and  sci¬ 
entists  who  are  doing  a  lot  of  the  work  on  the 
front  lines." 

Dunaway,  whose  marketing  team  is  a  mix 
of  mathematical,  scientific  and  creative  tal¬ 
ent,  compares  the  ideal  CMO  to  an  orchestra 
conductor.  "You  have  to  figure  out  how  you 
pull  all  those  instruments  together  in  a  way 
that's  delivering  great  marketing  accounta¬ 


bility  and  engaging  marketing  programs," 
she  says. 

The  maestro  must  also  be  able  to  embrace 
the  latest  technology  and  research  methods. 

"It's  a  much  bigger  toolbox  than  when  I 
started  as  a  marketing  assistant  at  Frito-Lay 
back  in  1990,"  says  Dunaway.  "Think  about 
something  like  search-engine  marketing, 
which  just  roared  onto  the  scene  in  the  past 
two  years  and  has  become  critically  impor¬ 
tant  as  part  of  a  marketing  mix." 

Less  than  half  of  the  respondents  to  the 
survey,  however,  listed  technology  invest¬ 
ment  as  very  important.  That's  a  problem, 
McNally  contends. 

"The  selective  and  appropriate  use  of  tech¬ 
nology  to  drive  the  value  creation  and  value 
capture  processes  is  critical,"  he  says.  "How  do 
you  connect  marketing  across  the  organiza¬ 
tion?  How  do  you  work  with  customer  data? 
There's  a  technology  element  to  those  issues." 

That  could  be  prove  to  be  a  challenge  for 
some  veteran  CMOs,  says  Jerry  Noonan,  a 
consultant  with  Spencer  Stuart  who  helped 
develop  a  target  list  for  the  CMO  of  the 
Future  research.  "Marketers  with  cross¬ 
enterprise  leadership  skills  came  of  age  when 
technology  was  not  really  part  of  the  mar¬ 
keting  world,"  says  Noonan.  "If  marketers 
are  not  able  to  adopt  new  technology,  they 
are  not  going  to  be  able  to  keep  pace." 

CMO  Partners  is  still  twealdng  its  future 
CMO  prototype.  The  next  step:  putting  its 
findings  into  practice,  first  by  defining 
processes  to  help  CMOs  demonstrate  the  con¬ 
nection  between  marketing  investments  and 
financial  outcomes. 

"We're  going  to  be  working  with  cus¬ 
tomers  to  help  them  find  out  how  to  capture 
value  and  then  see  what  generalizations  we 
can  make,"  says  Reibstein.  "How  much  does 
customer  satisfaction  really  contribute  to  the 
valuation  of  a  firm?  What  are  the  factors  that 
lead  to  differences  across  firms?" 

Adds  McNally:  "If  we  can  build  that  disci¬ 
pline,  we  will  change  the  practice  of  market¬ 
ing.  That's  what  we're  really  after."  • 


Feature  Writer  Samar  Farah  can  be  reached  at 
sfarah@cxo.com. 
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Connect  the  Dots 

A  straight  line  between  marketing  metrics  and  financial 
outcomes  is  the  on iy  su  re  way  to  j  ustify  you  r  i  nvestments 


BY  DAVID  REIBSTEIN 


ECIDING  WHERE  TO  SPEND  YOUR  MARKETING  DOLLARS 
is  often  difficult,  because  there  is  rarely  a  straight  line  from  the  investment  to 
a  specific  financial  result.  Much  of  marketing's  impact,  the  argument  goes,  can¬ 
not  be  determined  directly. 

Take  advertising,  for  example.  Most  research  indicates  that,  for  the  aver¬ 
age  packaged-goods  company,  every  dollar  invested  in  advertising  provides  a  return  of 
56  cents  over  the  short  run.  By  the  same  token,  however,  we  also  know  that  for  most  brands, 
a  decrease  in  advertising  will  cause  a  decrease  in  sales  over  time. 

CMOs  often  find  themselves  constrained  by  the  short-term  expectations  of  financial  offi¬ 
cers  or  Wall  Street.  The  inability  to  connect  the  dots,  because  of  the  innumerable  variables 
that  can  affect  sales  and  the  delayed  effects  of  campaigns,  puts  marketers  in  the  awkward 
position  of  trying  to  rationalize  marketing  investments  using  short-term  metrics  such  as 


"awareness"  and  "share  of  voice."  This  lan¬ 
guage  does  not  go  far  with  CEOs  and  CFOs, 
who  are  driven  primarily  by  the  stricter  met¬ 
rics  of  financial  accounting. 

Year  after  year,  the  Marketing  Science 
Institute  has  identified  the  inability  to  link 
marketing  metrics  to  financial  outcomes  as 
the  number-one  issue  confronting  marketers. 
This  inability  reduces  the  credibility  of  the 
CMO  (thus,  contributing  to  high  CMO 
turnover)  and  serves  as  the  fundamental 
barrier  to  marketing's  evolution  into  a  more 
scientific  discipline. 

New  tools  are  emerging  to  help.  Marketing 
mix  models  help  CMOs  guide  their  invest¬ 
ment  decisions  using  regression-type  tech¬ 
niques  to  estimate  the  effect  of  advertising, 
pricing,  merchandising,  competitive  activity, 
seasonality  and  other  factors  on  sales.  These 
models  represent  the  state  of  the  art  when  it 
comes  to  marketing  decision  making.  But 
while  they're  effective  at  providing  relative 
guidance  for  certain  investments,  the  models 
tend  to  have  three  primary  shortcomings: 

•  They  focus  on  incremental  growth 
instead  of  baseline  sales  or  long-term  effects. 

•  Their  integration  of  metrics  such  as 
customer  satisfaction,  awareness  and  brand 
equity  is  limited,  even  though  management 
is  told  that  such  measures  are  important. 

•  They  generally  fail  to  incorporate  met¬ 
rics  related  to  competitors,  the  trade  or  the 
sales  force  (the  average  business  spends  far 
more  on  the  sales  force  and  trade  promotion 
than  on  advertising  or  consumer  promotion). 

As  a  result  of  those  limitations,  market¬ 
ing  mix  models  are  only  a  small  step  in  the 
right  direction.  The  real  work  lies  in  making 
a  more  explicit  connection  from  investment 
to  metric  to  financial  outcome.  This  type  of 
analysis  represents  a  perspective  that  will 
no  doubt  form  an  integral  part  of  how  the 
CMO  of  the  future  creates  and  captures 
value.  In  other  words,  how  the  CMO  drives 
profitable  sales. 

Measuring  the  Trade-Offs 

We  have  seen  some  very  interesting  work  to 
achieve  that  goal.  One  good  example  is  Star- 
bucks,  whose  success  in  creating  demand  led 
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CMO  OF THE  FUTURE 


By  the  Numbers 


Organic  revenue  growth 
(versus  growth  through 
acquisition)  expected  during  the 
next  three  to  five  years 

{  760/o  ] 


Amount  of  organic  growth 
expected  to  come  from 
new  customers 

420/o 


Respondents  who  thought 
technology  investments 
were  very/extremely  important 
for  enterprise  effectiveness 
and  efficiency 


The  three  most  important 
marketing  metrics* 


Customer  satisfaction 

900/o 

Revenue  growth 

87% 

Customer  retention 

800/o 

Least  important 

Brand  value  calculation 

22% 

*Respondents  could  choose  more  than  one  answer. 


SOURCE:  CMO  OF  THE  FUTURE  EXCLUSIVE  SURVEY  OF  353  CM  Os  AND  CEOs.  SEPTEMBER  2004 


cmoof. 


What's  the  most  important 
marketing  issue  facing 
your  company? 

top  answer:  Increasing 
marketing  capabilities 

d 6^1 


How  effective  has  your 
organization  been  in  managing 
this  issue? 

□  very  effective  _  _ 23% 

H  Not  very  effective 

□  Somewhat  effective 


to  a  new  challenge:  longer  average  wait  times 
in  neighborhood  Starbucks  coffee  shops. 
(We  won't  get  into  the  issue  of  how,  in  many 
companies,  customer  service  falls  under 
operations,  far  removed  from  the  CMO's 
oversight.) 

How  might  a  CMO  evaluate  an  investment 
in  reducing  wait  times  against  the  universe  of 
other  potential  investments?  This  type  of 
investment  may  seem  like  a  zero  ROI  proposi¬ 
tion,  since  at  first  glance  it  seems  to  be  a  more 
costly  way  to  serve  existing  demand:  Just 
because  the  line's  shorter  doesn't  mean  that 
consumers  will  generate  a  higher  average 
transaction.  Most  marketing  mix  models  don't 
address  these  potential  trade-offs  and  simply 
aren't  equipped  to  weigh  this  type  of  invest¬ 
ment  against  allocations  in  trade  promotion 
versus  consumer  promotion,  for  example. 

What's  needed  in  this  case  is  a  straight  line 
between  marketing  metrics  and  financial 
outcomes.  The  metric  in  question  is  customer 
satisfaction:  How  much  is  a  shift  in  customer 
satisfaction  worth?  According  to  a  2004  Har¬ 
vard  Business  School  case  study,  a  Starbucks 
analysis  of  customer  satisfaction  found  that 
the  average  "unsatisfied"  customer  stuck 
with  the  chain  for  a  little  more  than  one  year, 
made  47  visits  during  that  period  and  spent  a 
total  of  approximately  $200.  By  contrast,  the 
average  "highly  satisfied"  Starbucks  cus¬ 
tomer  patronized  the  chain  for  more  than 


eight  years,  made  an  impressive  86  visits  per 
year  and  spent  a  little  more  than  $3,000  over 
that  average  eight-year  time  span. 

Once  the  connection  is  made  between  mar¬ 
keting  metric  and  financial  outcome,  calcu¬ 
lating  the  investment  and  its  potential  payoff 
becomes  easier.  Based  on  Starbucks'  estimate, 
marketing  would  need  to  invest  $40  million 
annually  to  sufficiently  reduce  wait  times 
and  convert  its  unsatisfied  customers  into 
highly  satisfied  ones.  Since  each  highly  satis¬ 
fied  customer  is  worth  $3,000  (over  eight 
years)  and  each  unsatisfied  customer  is  worth 
$200  (for  one  year)  in  revenue,  Starbucks  can 
simply  calculate  the  discounted  cash  flow 
and  determine  how  many  customers  must  be 
"bumped  up"  from  unsatisfied  to  satisfied  to 
generate  the  $40  million  in  incremental  rev¬ 
enue  needed  to  cover  the  investment.  Star- 
bucks  deemed  the  investment  worthwhile 
based  on  the  revenue  that  these  now  highly 
satisfied  customers  would  contribute  over 
the  longterm. 

It  is  through  this  connection  between  sat¬ 
isfaction  levels  and  resulting  revenue  that  we 
can  assess  the  considered  investment  and 
present  it  in  a  compelling  language  to  the  com¬ 
pany's  financial  managers.  Unfortunately, 
customer  satisfaction  is  just  one  of  many  met¬ 
rics  that  companies  collect  but  don't  suffi¬ 
ciently  analyze  to  understand  the  priority  or 
indicative  value  of  the  metrics  as  they  relate 


to  desired  financial  outcomes.  They  also  rarely 
explore  how  these  metrics  interact  with  each 
other;  for  example,  how  might  investments  in 
advertising  affect  levels  of  satisfaction  and, 
ultimately,  a  financial  result? 

Your  ability  to  understand  the  value  of 
your  customers  relative  to  your  marketing 
investments  will,  at  the  end  of  the  day,  define 
your  success  or  failure.  Studies  show  that  an 
increasing  percentage  of  a  corporation's  value 
is  driven  by  intangible  assets,  including  intel¬ 
lectual  property  and,  yes,  customer  value. 
Your  customer  base,  in  other  words,  repre¬ 
sents  a  distinct  revenue  stream,  and  you  will 
sell  yourself  short  (and  undermine  your  abil¬ 
ity  to  make  decisions)  if  you're  not  able  to 
articulate  its  long-term  value. 

At  a  minimum,  connecting  marketing  met¬ 
rics  to  financial  outcomes  can  help  you  pull 
the  metrics  that  matter  from  a  growing  pile 
of  measurement  approaches  that  have  some 
ethereal,  undefined  connection  to  results. 
More  important,  this  connection  will  provide 
the  CMO  the  ability  to  assess  various  mar¬ 
keting  investments — and  more  easily j ustify 
them  to  senior  management.  • 


David  Reibstein  is  a  managing  director  with  CMO 
Partners  and  the  William  S.  Woodside  professor  and 
professor  of  marketing  at  The  Wharton  School, 
University  of  Pennsylvania.  Send  comments  to 
cmofeedback@cxo.  com . 
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eMarketer.  GEOFF  RAMSEY,  CEO 


The  State  of  the  Online  Advertising  Industry 


i  online  Ad  spending,  2000-2008  (in  billions)^ 


eMarketer  forecasts  a  28.8%  growth  rate  over  2003. 

American  Technology  Research  (35%)  and  Deutsche  Bank  (33%)  a« 
even 


higher.  The  majority  of  estimates  fall  into  the  10%  -  20%+  range. 

could  all  be  wrong  -  on  the  low  side. 

1 — -v> ark  for  projections. 
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You  had  to  be  living  in  a  cave  for  the  past  six  months  to  not  r 
that  the  Internet  is  back.  The  headlines  in  the  media  are  prett 
compelling: _ 

"At  Google,  Earnings  Soar,  and  Share  Price  I 

New  York  Times  Online,  October  22, 2004 


"eBay  Says  Hooray  after  77%  Bounce  in  Quarter! 
profit”  USA  Today,  October  20, 2004 

The  mood  is  “frothy.”  If  you  recall  the  wild  and  woolly  daySJ 
pre-bust  Internet  frenzy,  which  was  quickly  followed  by  the; 
sion  of  all  things  Internet,  you  might  feel  like  we  re  headed, 
same  dark  path.  But  that’s  not  the  case.  Unlike  before,  t  » 
tals  are  there.  Internet  companies,  big  and  small,  have  r 
Traditional  firms  that  are  selling  on  the  Net  are  making  n 
A  recent  Shop.org  and  Forrester  Research  study  that  s 
79%  of  online  retailers  are  profitable  now,  with  the  ave' 
at  a  respectable  21%.  I  was  struck  by  a  quip  from  Land 
CFO,  Don  Hughes,  who  said,  “Customers  are  driving  u 
channel.  It’s  already  more  profitable  than  our  catalogs. 

online  Ad  Market  Numbers  Tell  a  Good  Story 

Researchers,  investment  banks  and  media  gurus  are  predicting  heady 
growth  for  the  online  ad  space.  Looking  to  the  end  of  this  year. 


know  how  busy  you  are,  and  how  valuable 
each  minute  of  your  day  is  -  that’s  why  our 
esign  team  worked  to  present  need-to-know 
in  ormation  in  a  short,  fast-reading  format. 
And  why  I  m  going  to  work  hard  every 
month  to  distill  all  the  information  we  gather 
at  eMarketer  into  the  essential  facts,  opinion^ 
and  analysis  you  need  to  stay  on  top  of  the 
e-business  world. 


Geoff  Ramsey  1 

CEO,  eMarketer 


what’s  important  is  fbTt  —  - . 

advertisers  to  spend  their  dollars  online.  Seven  factors 
interactive  advertising  today: 
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Why  You  Should  Subscribe  to  the  Ramsey  Review 


■  To  .receive  insights  into  industry  trends  and 
dynamics  straight  from  the  desk  of  Geoff 
Ramsey,  oft-quoted  e-business  observer,  pop¬ 
ular  conference  speaker  and  eMarketer  CEO. 

■  To  stay  up  with  quickly  emerging  e-business 
initiatives  that  have  an  impact  on  your 
business  -  pro  or  con. 

■  To  uncover  success  models  -  from  other 
segments  or  around  the  world  -  that  can  be 
adapted  to  fit  your  strategic  challenges. 

■  To  gain  insights  that  can  be  translated  into 
business  advantages. 


■  To  quickly  survey  the  wide  range  of  analysis 
and  opinions  on  a  particular  industry  segment 
or  e-business  issue  -  twenty  wise  heads  are 
better  than  one. 

■  To  see  the  most  relevant  statistics  and 
research  on  fast-breaking  topics. 

■  To  make  certain  that  you  always  know  at 
least  as  much  as  your  staff  -  and  competitors 
-  about  critical  e-business  developments. 

■  To  never  miss  a  smart  e-business  angle. 

■  And  much,  much  more... 


ACT  NOW! 


SAVE 

$150 


The  Ramsey  Review  is 

delivered  the  third  week  of  the 
month,  except  for  December 
and  August:  ten  short,  smart,  sharply  focused 
issues  a  year.  The  cost  is  only  $595.  But  - 
as  a  special  introductory  offer  -  if  you  act 
now,  you  can  you  can  save  $150.  Simply 
enter  promotional  code  RR11PROMO  in  your 
shopping  cart  at  checkout. 


To  order,  call  1-800-405-0844 
or  visit  www.emarketer.com 


800-405-0844  www.emarketer.com 
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Databases 
Database  Marketing 
Direct  Marketing 
Donnelley  Marketing8 

...  synonymous  ...  since  1917 

And  now . . .  E-mail  Marketing! 


Ray  Butkus 

President,  Donnelley  Marketing  Group 


We  could  impress  you  with  all  of  our  technologies  and  buzz  words  like 
OnePass™,  MarketZone™,  /'/7/bConnect™,  or  we  could  just  say,  we  can  help 
you  increase  your  sales  and  cut  your  selling  costs. 

Donnelley  Marketing®  has  been  helping  customers  since  191 7.  We  have 
the  finest  databases  of  14  Million  Businesses,  220  Million  Residents, 

13  Million  Executives  &  Professionals,  300,000  New  Movers  Per  Week, 

100,000  New  Homeowners  Per  Week,  50,000  New  Businesses  Per  Week 
and  70  Million  E-mail  Addresses.  We  wrote  the  book  on  direct  marketing. 

But  most  of  all,  customer  focus  is  our  #1  priority. 

If  you  would  like  us  to  help  you,  please  call  Dave  Hendricks  1-866-313-6775 


Phone:  (866)  313-6775 
Fax:  (201)  505-5183 

E-mail:  dave.hendricks@donnelley.infoUSA.com 
Web  Site:  www.dblink.com 


an  infoXJSK  Company 


470  Chestnut  Ridge  Rd.  •  Woodcliff  Lake,  NJ  07677 


MEASURE  TWICE, 

CUT ONCE 


AnalyzeThis 


Software  helps  marketers  tweak 
sites,  drive  conversion  rates 

To  the  daily  litany  of  work  tasks — check  e-mail,  answer  voice  mail, 
attend  meetings — some  marketers  are  adding  a  new  drill:  read  Web 
analytics  reports. 

Geoff  Smith,  president  of  e-commerce  and  new  business  develop¬ 
ment  at  Personal  Creations,  spends  30  minutes  to  an  hour  every  day 
using  software  from  WebT  rends  to  view  the  latest  analysis  of  activity 

on  his  website,  which  offers 
personalized  gifts.  'We'll  go 
in  and  look  at  traffic,  sales 
and  abandonment  of  online 
shopping  carts,"  says  Smith. 

He's  not  alone.  Spending 
on  Web  analytics  will  reach 
more  than  $500  million  by 
2006,  according  to  Jupiter- 
Research.  Already,  most  large 
companies — those  with  rev¬ 
enue  of  $1  billion  or  more — 
spend  more  than  $50,000 
annually  on  such  tools. 

Web  analytics  software 
measures  site  activity,  includ¬ 
ing  number  of  unique  visi¬ 
tors,  length  of  stay  on  a 
given  page  and  the  links  a 
user  clicks  on.  Marketers 
can  use  that  information  to 
create  a  better  customer 


Tools  of  the  Trade 


Companies  will  continue  to 
add  advanced  Web  analytics 
to  theirtoolkits  in  2005. 


TOOL 


i  Currently 
using 


Plan 
to  use 


Visitor 

segmentation 

JiXLm 

Marketing  cam¬ 
paign  analysis 

JS22L. 

Commerce 

analysis 

mu 

Data  integration 

mu 

2Q% 

Data  export 

mu 

-20% 

Process/scenario 

analysis 

mu 

20% 

"b  (spiit-path)  isxam 


NOTE:  Respondents  could  select 
more  than  one  answer. 

SOURCE:  JUNE  2004  JUPITERRESEARCH  SURVEY  OF  225 
U.S.  WEBSITE  DECISION-MAKERS  USING  WEB  ANALYTICS. 


experience  and  to  drive  conversion  rates. 

Examining  sales  or  abandonment  figures  provides  insight  into 
what's  working  and  what's  not.  But  the  current  generation  of  analytics 
software  has  also  refined  the  ability  to  do  campaign  tracking  and  sce¬ 
nario  analysis  as  well  as  bake  ROI  into  conversion  rates.  And  fully  uti¬ 
lizing  the  technology  can  have  a  significant  payoff. 

In  2002,  Royal  Appliance  sought  to  relaunch  the  website  for  its  Dirt 
Devil  line.  Michael  Crowdes,  manager  of  interactive  marketing  and 
e-commerce  at  Royal  Appliance,  convinced  the  company  to  shell  out 
just  under  $10,000  for  WebTrends  Enterprise,  the  most  comprehen¬ 
sive  version  of  the  software. 

Crowdes  says  the  scenario  analysis  reports  proved  Continued 
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from  Page 59 

especially  useful  in  tweaking  var¬ 
ious  aspects  of  the  website's  shop¬ 
ping  cart.  For  example,  he  tested 
different  shipping  fees  and  calcu¬ 
lated  their  effect  on  conversion 
before  settling  on  one  plan.  The 
reports  also  showed  that  many 
visitors  were  hopping  to  other 
sites  in  a  manner  that  suggested 
comparative  shopping — so  price 
tags  on  DirtDevil.com  were  given 
more  prominent  play. 

When  he  first  started  using 
the  reports  to  make  adjustments 
to  the  website,  Crowdes  says, 
DirtDevil.com's  conversion  rate 
ranged  from  12  percent  to  15  per¬ 
cent.  Today,  that  figure  hovers 
between  20  percent  and  23  per¬ 
cent.  The  technology,  he  says,  "let 
us  make  lots  of  little  changes  that 
have  had  a  cumulative  impact." 

Similarly,  Smith  says  fine- 
tuning  Personal  Creations'  web¬ 
site — for  example,  reversing  the 
order  of  the  billing  and  shipping 
pages — helped  to  push  conver¬ 
sion  rates  up  by  25  percent  within 
a  year.  Smith  attributes  some  of 
that  growth  to  the  ability  to  track 
activity  daily. 

"On  a  day-to-day  basis,  I'll  go  in 
and  look  at  what's  selling,"  he 
says.  "If  I  see  a  product  take  off, 
we  can  go  in  real-time  to  change 
our  site."  -Samar  Farab 


EVENT  MANAGEMENT 

Track  Meet 

Online  tool  lets  Xerox 
monitor  webcast  activity 

With  third-party,  brick-and-mortar  trade  shows 
on  the  wane  (Comdex,  we  hardly  knew  ye),  compa¬ 
nies  are  holding  more  of  their  customer  conferences 
online.  But  although  "webinars"  and  "webcasting" 
achieve  major  savings  in  travel  and  facility  costs, 
they're  not  without  their  administrative  challenges, 
from  publicizing  the  event,  to  registering  partici¬ 
pants,  to  managing  the  flow  of  sales  leads. 

Documents  giant  Xerox  needed  to  better  manage 
the  growing  number  of  webcasts  it  now  offers  cus¬ 
tomers.  To  that  end,  it  engaged  the  services  of  View- 
Central,  which  provides  online-event-management 
technology  that  sits  on  top  of  such  Web-conferencing 
tools  as  WebEx  and  Microsoft  Live  Meeting. 

The  ViewCentral  system  links  to  Xerox's  CRM 


databases,  allowing  Online  Registration  Manager 
Steve  White  to  promote  upcoming  events  with  e-mail 
blasts  to  current  and  potential  customers  and  to 
manage  registrations.  Attendees  receive  automatic 
event  reminders,  which  White  says  has  decreased 
no-shows. 

The  enhanced  communication  functions  the 
system  provides  increases  the  likelihood  that  a 
prospect  will  convert  into  an  attendee.  And,  in  the 
age  of  do-not-call  lists  and  Can-Spam  laws,  the  View- 
Central  system  also  links  to  the  appropriate  compli¬ 
ance  departments  to  make  sure  Xerox  abides  by  its 
internal  opt-out  database. 

After  events,  the  system  automatically  follows 
up  with  thank-you  notes,  as  well  as  reminders  of 
upcoming  events.  The  registration  function  feeds  into 
marketing  databases  within  the  organization,  and 
alerts  the  appropriate  salespeople  as  to  who  regis¬ 
tered  for  and  attended  a  particular  event. 

Xerox's  telemarketing  centers  also  tie  into  View- 
Central,  which  allows  for  follow-up  sales  calls, 
although  White  says  the  company  hasn't  yet  taken 
full  advantage  of  those  linkage  abilities.  "It  took 
awhile  for  us  to  build  that  system,  and  we're  just 
beginning  to  explore  how  to  use  it,"  he  says.  "At  first, 
we  didn't  fully  realize  the  value  of  linking  to  these 
other  databases,  but  now  we're  really  beginning  to 
market  our  services  in  a  different  and  exciting  way." 

During  the  four  years  that  Xerox  has  used  the 
ViewCentral  system,  the  company  has  seen  registra¬ 
tion  for  its  events  quadruple:  from  10,000  in  2002  to  a 
projected  40,000  in  2005.  White  has  even  greater 
expectations  for  the  future.  "We're  really  only  begin¬ 
ning  to  appreciate  the  value  that  this  brings  to  the 
corporation,"  he  says. 

-Christopher  Caggiano 
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We  can  debate  how  a  program  is 
doing,  but  unless  you  can  draw 
a  direct  linkage  between  that 
investment  and  a  business 

benefit,  it  will  be  hard  to  justify.” 


-DAVID  KING,  VP  OF  MARKETING  AND  SALES 
SUPPORT,  NEC  UNIFIED  SOLUTIONS 


High-level  marketing  executives  who  claim 
a  good  understanding  of  digital  marketing. 
However,  55%  say  there  is  no  dedicated 
resource  in  their  company  to  track  and  imple¬ 
ment  new  technologies. 


SOURCE:  CMO  COUNCIL  AND  PROMOTION  MARKETING  ASSOCIATION 
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cmo 


The  Resource 
for  Marketing 
Executives 


At  CMOmagazine.com,  you  can  read  the  entire  contents  of  the  magazine,  Web 
exclusive  columns,  a  daily  news  blog,  and  more.  Share  your  thoughts  and  read 
what  your  peers  have  to  say  about  the  issues  covered,  interact  with  industry 
experts,  your  peers  and  the  CMO  editorial  team.  This  continuous  dialogue  brings 
to  light  key  issues  and  challenges  you  face  as  well  as  provides  strategic  best 
practices,  solutions,  and  ideas. 


Only  Online... 

»  Now  Playing 

A  daily  wrap  up  of  marketing  news. 
And  no,  it's  not  objective. 

»  Analysts’  Briefing 

Snapshots  of  the  latest  reports  and 
surveys  from  the  country's  most 
reputable  marketing  analysts. 

»  Collateral  Damage 
CMO  Senior  Writer  Constantine 
von  Hoffman  provides  a  refresh¬ 
ing  perspective  on  current 
marketing  topics,  served  weekly. 

»  CMO  Poll 

Express  your  opinion  through 
our  online  survey  and  get 
access  to  instant  results. 


»  CMO  Career  Counselor 
Ping  your  professional-develop¬ 
ment  questions  to  Gregory 
Welch,  senior  director  at  executive 
search  firm  Spencer  Stuart. 

His  focus  areas  include 
consumer  goods  manufacturers, 
hospitality  companies  and  a 
broad  range  of  retailers. 

»  Metrics:  Prime  Numbers 
Surveys,  reports  and  forecasts, 
without  the  hype. 

»  Lingo  Lab 

Keep  your  edge  with  a  glossary 
of  the  hottest  marketing 
buzz  words. 


Midnight 

Confessions 

What  challenges  keep  sales  and 
marketing  execs  up  at  night?  Both 
groups  must  tackle  the  need  to: 

improve  effectiveness 
Increase  close  rates 

Decrease  costs 

Improve  solution 
selling 
Increase  contract 
value 

Reduce  sell  cycle 

Improve  forecast 
accuracy 

improve  sales/ 
marketing  collaboration 

Reduce  administrative 
burden 


SOURCE:  THE  YANKEE  GROUP  2004  SALES 
AND  MARKETING  EFFECTIVENESS  SURVEY 


Positioning  is  a  powerful  tool 
to  differentiate  a  brand  in  the 
market.This  is  howyou  can 
start  the  process. 

:  Identify  your  best 
prospects. 

These  are  the  customers  who  value  what  you 
offer  and  are  motivated  to  purchase  it. 

:  Understand  customers' 
unmet  needs. 

Dig  to  discover  what  customers  want  that  the 
competition  isn't  addressing. 


::  See  yourself  through 
their  eyes. 

Talkto  customers.  Ask  what  would  make  a 
difference.  Listen  to  the  words  they  use. 

::  Identify  your  strengths. 

Rank  strengths  by  closeness  to  the  customer's 
unmet  needs.  Focus  on  the  top  three. 

::  Find  the  emotional  link. 

Find  the  emotion  that  connects  customers' 
needs  with  what  you  can  deliver  and  support. 

: :  Develop  your 
elevator  pitch. 

Describe  briefly  how  your  product  is  different 
and  how  that  serves  customer  needs. 

::  Support  your  claim. 

Give  customers  simple  yet  powerful  ways  to 
believe  that  you  will  deliver.  Tie  each  rational 
pointto  the  emotional  benefit. 

SOURCE:  PARTNERS  &  SIMONS 


BEST  PRACTICE 

world  of 
Satisfaction 

Diebold  uses  CLM  to  gauge 
customer  attitudes  and  build 
loyalty  worldwide 

When  your  company  rings  up  sales  in  88 
nations,  keeping  track  of  your  customers  is  no 
small  feat — never  mind  keeping  track  of  their 
attitudes  toward  your  business. 

But  developing  a  way  to  monitor  attitudes 
was  the  challenge  Diebold  faced  in  managing 
sales  of  its  financial  services  systems.  To  meas¬ 
ure  global  customer  satisfaction  and  build 
loyalty,  the  company  needed  to  create  and  dis¬ 
tribute  surveys  in  14  languages,  compare 
results,  then  swiftly  feed  to  its  sales  force  infor¬ 
mation  it  could  act  upon. 

Diebold  tackled  the  problem  by  launching 
a  customer  loyalty  management  program. 
While  many  companies  use  CLM  programs  to 
track  satisfaction,  "typically  CLM  is  done  on  a 
local  or  regional  level,  not  internationally," 
says  Rebecca  Wettemann,  vice  president  for 
research  at  Nucleus  Research,  which  special¬ 
izes  in  the  ROI  of  technology. 

Diebold  turned  to  Walker  Information  to 
implement  an  annual  CLM  survey  in  2002. 
While  the  initial  survey  tracked  satisfaction 
on  key  drivers  of  loyalty,  Diebold  wanted  to 
mine  feedback  from  individual  customers. 

'We  decided  to  drill  down  more  specifically 
to  understand  the  customer's  opinion,"  says 
Cassie  Z.  Metzger,  Diebold's  director  of  strate¬ 
gic  development  and  global  marketing.  To  do 
that,  the  company  launched  follow-up  surveys 
triggered  by  customer  events  such  as  service 
or  maintenance.  From  these  surveys,  Diebold 
developed  baseline  and  aspirational  bench¬ 
marks  for  customer  satisfaction  for  more  than 
35  key  countries  in  which  it  does  business.  The 
feedback  also  helped  it  create  action  plans 
that  hold  sales  associates  accountable  for 
customer  loyalty. 

But  Diebold's  real  accomplishment  lies  in 
getting  the  survey  data  to  the  right  person  at 
the  right  time,  says  Kitty  Connelly,  Walker's 
vice  president  of  consulting  services.  To  that 
end,  Diebold  and  Walker  developed  a  com¬ 
puter  portal  system  that  lets  users  see  just  the 
information  they  need.  Sales  reps  see  their 


customer  results;  managers  see  figures  for  all 
of  their  reps'  customers.  The  system  makes  it 
easier  to  flag  service  issues  by  nation  or  enter¬ 
prise  and  take  corrective  action. 

Managers  can  use  the  system  to  document 
and  track  actions  taken  around  survey  data. 
For  example,  sales  associates  and  managers 
get  an  e-mail  when  a  customer  completes  a 
survey.  The  e-mail  contains  the  customer's 
responses,  loyalty  level  and  notification  if  fol¬ 
low-up  is  required.  In  addition  to  enabling  the 
company  to  react  quickly  to  customer  con¬ 
cerns,  Metzger  says,  this  allows  Diebold  "to 
have  a  consistent  measure — to  have  the  key 
metrics  to  ask  where  are  we  going?  Are  we 
making  improvements?" 

And  making  improvements,  after  all,  is  the 
best  way  to  manage  customer  loyalty. 

-Constantine  von  Hoffman 


and  corporate  networks  last  year. 
That's  triple  the  400  million 
that  was  sent  in  2003. 


SOURCE:  THE  RADICATI  GROUP 
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THE  2005 

Digital  Marketing 
Conference 

Strategies  for  Maximizing  Interactive  Marketing  Efficacy 

June  7-8,  2005  ■  InterContinental  The  Barclay  New  York  ■  New  York,  NY 

Wki[ 

The  Conference  Board's  2005  Digital  Marketing  Conference  will  bring  together  senior 
marketing  executives  and  responsible  for  interactive  marketing  and  e-commerce  to  share  the 
latest  strategies  and  give  insights  on  how  to  maximize  interactive  marketing  efforts.  The 
program  will  focus  on  three  themes: 

•  using  digital  marketing  to  achieve  a  true  one-to-one  customer  communication 

•  strategies  to  ensure  online  and  offline  integration  and  synergy 

•  best  practices  in  measurement  analytics  to  maximize  marketing  ROI 


Confirmed  Speakers  Include: 


Jonathan  Carson 
CEO,  Buzzmetrics 

Jenny  Champeau 

Director,  Direct  Marketing  Services 
UNISYS  Corporation 

Jeffrey  Glueck 
CMO,  Travelocity 

Yosi  Heber 

Chief  Marketing  Officer 
Entertainment  Publications,  IAC 


Eric  Hadley 

Senior  Director  of  Marketing  for 
MSN  Advertising  Sales,  MSN 
Personal  Services  and  Business 
Microsoft  Corporation,  MSN 

Amy  Lipton 
Director  of  Marketing 
IBM  Digital  Media 

Jen  Miles  McDonald 
SVP  eCommerce  Marketing, 
Bank  of  America 


Jim  Nail 

Principal  Analyst,  Forrester  Research 
Jared  Rowe 

SVP,  Operations,  FordDirect.com 

Jerry  Shereshwesky 
Ambassador  to  Madison  Avenue 
Yahoo! 

Kathleen  Stockham,  Marketing 
Director,  Best  Buy.com 


For  more  information  log  on  to 

www.conference-board.org/digitalmktg.htm 

or  call  Customer  Service  at  212  339  0345 

CODE:  DMC2 


CONJOINT  ANALYSIS? 


features  into  consideration  and  mixing 
them  into  various  combinations,  the  bike 
maker  can  present  customers  with  differ¬ 
ent  models,  one  at  a  time.  One  bike,  for 
example,  will  weigh  25  pounds,  have  a 
spring  suspension,  include  fat  tires  and 
sell  for  $525.  A  lighter,  22-pounder 
includes  a  hydraulic  suspension  and 
high-end  brakes  and  sells  for  $1,125. 
Each  model  is  presented  to  potential 
customers  who  then  rate  the  bikes 
based  on  their  interest  in  buying 
specific  models. 


Why  would  marketers  choose 
conjoint  analysis  as  a  research  tool? 

It  enables  marketers  to  employ  various  sur¬ 
vey  formats  based  on  the  type  of  product  or 
service  in  question  and  on  what  they  want  to 
derive  from  the  research.  Do  they  want  to 
compare  a  product  with  a  similar  offering 
from  a  competitor?  Then  they  might  present 
consumers  with  pairs  of  products  pitting  one 
directly  against  another.  If  marketers  are  out 
to  discover  whether  a  new  product  can  fit 
into  an  existing  line,  they  could  present  con¬ 
sumers  with  features  one  at  a  time  in  order  to 
isolate  those  that  are  most  valued. 


in  what  situations  does  it  work  best? 

Many  products  and  services  that  have  per¬ 
formance  attributes  (for  example,  cars  and 
checldng  accounts)  are  good  candidates  for 
this  process.  So  is  any  product  or  service 
that  requires  some  element  of  consumer 
trade-off — a  cheaper  price  for  less  speed,  or 
a  premium  price  for  the  most  storage.  What 
doesn't  lend  itself  to  conjoint  analysis?  Any 
product  valued  for  its  artistic  qualities,  such 
as  jewelry,  or  anything  fashion-related,  says 
Brian  Ottum,  president  of  Ottum  Research 
&  Consulting. 


How  is  conjoint  analysis  different 
from  focus  groups? 

Focus  groups  are  used  primarily  to  deter¬ 


THE  TERM  "MARKET  RESEARCH" 

implies  a  certain  amount  of  scientific  rigor. 
That's  definitely  the  case  with  conjoint 
analysis,  a  set  of  techniques  used  by  market 
researchers  to  pinpoint  consumer  prefer¬ 
ences  for  a  product  based  on  specific  features. 
It  is  ideal  for  "determining  buyer  preferences 
for  products  or  services  based  on  the  trade¬ 
offs  consumers  make  among  features,"  says 
Suzanne  Weiss,  a  partner  with  software  and 
training  company  Sawtooth  Technologies. 


How  does  conjoint  analysis  work? 

Conjoint  analysis  is  a  research  methodology 
that  incorporates  into  product  development 
and  marketing  plans  specific  customer  pref¬ 
erences  collected  through  extensive  surveys 
and  questionnaires. 

Suppose  a  bike  manufacturer  wants  to 
launch  a  new  model.  Working  in  conjunc¬ 
tion  with  product  designers  and  engineers, 
the  company's  marketing  staff  wants  to 
determine  the  bundle  of  features  that  will 
help  the  bike  sell  at  a  price  and  quantity  that 
transla  tes  into  thegreatest  profit.  Talcing  all 


mine  whether  a  product  concept  resonates 
with  consumers.  Conjoint  analysis  is  used  to 
measure  the  value  consumers  place  on  par¬ 
ticular  features  in  an  effort  to  determine  the 
likelihood  of  purchasing  that  product  or 
service  at  a  specific  price.  With  this  kind  of 
analysis,  says  Weiss,  "management  gets  a 
powerful  snapshot  into  consumer  buying 
tendencies." 

How  much  does  it  cost? 

The  format  and  scope  of  conjoint  analysis 
surveys  vary  widely.  Companies  can  spend 
anywhere  from  $10,000  to  $500,000  on  a 
single  survey,  depending  on  the  complexity 
of  the  study,  type  of  respondents  and  other 
variables.  Price  includes  up-front  design,  data 
collection  and  follow-up  analysis.  Weiss 
emphasizes  the  need  to  design  the  survey 
correctly  and  to  give  it  adequate  time  and 
resources.  "You  have  to  separate  product 
features,  or  combine  some  of  them;  you  also 
have  to  come  up  with  appropriate  feature 
levels  in  some  cases,"  she  says. 

For  example,  a  pharmaceutical  company 
will  need  to  create  categories  of  set  parame¬ 
ters  for  drug  side  effects  such  as  mild,  mod¬ 
erate  or  severe.  "But  to  get  useful  data,  you 
can't  be  too  generic  in  how  you  describe 
those  levels,"  says  Weiss. 


-Megan  Santosus 


Number  of  words  in  a  keyword 
search  that  signal  when  a  user  is 
more  likely  to  make  a  purchase  or 
receive  items  of  value— such  as 
white  papers. 

SOURCE:  ONEUPWEB 
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When  the  Boss  is  the  Brand 


by  i  fw  McCreary 


Don't  let  someone's  personal  reputation  destroy 
the  DNA  of  your  company 


Henry  Ford's 
inflammatory 
views  cost  his 


WHEN  MARTHA  STEWART  tradedher 
prison  cell  for  a  not-so-stylish  transmitting 
anklet,  it  was  a  good  day  for  the  Martha  Stew¬ 
art  Living  Omnimedia  brand.  The  company 
(which  for  that  48-hour  news  window  could 
have  been  renamed  Martha  Stewart  Living 
Omnipresent)  clearly  benefited  from  the 
splashy  coverage  of  her  emergence  from  what 
was  made  out  to  be  a  cocoon  of  self-improve¬ 
ment  on  the  order  of  Canyon  Ranch.  And 
notwithstanding  the  Newsweek  photo-manip¬ 
ulation  mini-scandal,  Martha  was  indeed  a 
leaner,  fitter,  rejuvenated  eminence  com¬ 
pared  with  the  stressed-out,  slightly  blowsy 
character  we  all  saw  going  up  the  river. 

In  fact,  everyone  now  agrees  that  Martha's 
forthright  embrace  of  jail  time  was  a  splendid 
branding  call,  as  it  alchemized  disgrace  into 
something  very  much  like  a  mix  of  bravery 
and  honorability.  It's  important  to  remember 
that  Martha's  (still  unadmitted)  misdeeds 
were  dinky  little  victimless  firecrackers 
compared  with  the  sins  of  such  megaton 
miscreants  as  Bernie  Ebbers. 

What  was  unique  though  about  Martha 
Stewart  was  her  personal  inseparability  from 
the  venture  she  leads.  Sure,  CEOs  like  Ebbers, 
Enron's  Ken  Lay  and  Tyco's  L.  Dennis 
Kozlowski  all  were  vividly  associated  with 
their  enterprises.  But  they  were  not  the 
brand  itself.  And  Tyco — because  Kozlowski 
didn't  destroy  it — soldiers  on,  having  exe¬ 
cuted  an  adroit  self-resuscitation  under  new 
and  aggressive  leadership. 

Those  with  short  memories  will  have  for¬ 
gotten  that  many  pundits  predicted  the  total 
destruction  of  Martha  Stewart's  company 


were  she  convicted.  And  it  seemed  plausible 
to  accept  that  they  might  be  right.  But  the 
share  price  recovered  and  thrived  during  her 
months  of  incarceration.  Clearly,  in  deciding 
to  serve  her  sentence  and  appeal  her  convic¬ 
tion  concurrently,  Martha  was  making  a 
choice  that  went  well  beyond  her  personal 
preferences.  Because  of  the  intertwining  of 
her  DNA  strands  and  her  company's,  she  was 
acting  to  save  the  future  of  the  brand. 

This  is  a  cautionary  example  of  why  it 
makes  stakeholders  very  nervous  indeed 
when  the  brand  identity  is  so  fully  vested  in  a 
single  individual.  In  the  early  days  of  its  exis¬ 
tence,  General  Electric  was  known  as  Edison 
General  Electric,  after  the  famed  inventor 
who  founded  the  company  by  developing 
both  the  electric  lightbulb  and  the  means  for 
generating  and  transmitting  the  power  nec¬ 
essary  to  light  it.  Edison  General  Electric  was 
not  just  the  bulbs,  then;  it  was  the  coal-fueled 
turbine  dynamos  and  power  stations  that 
built  out  the  original  electric  grid. 

But  Edison  was  a  fickle  and  restless  cre¬ 
ative  force.  The  mantle  of  magnate  ill-suited 
him.  He  didn't  much  want  to  run  a  com¬ 
pany — even  one  that  would  eventually 
become  immensely  profitable.  Moreover, 
Edison,  as  a  brand,  was  so  multidimensional 
(with  patents  in  telegraphy,  telephony, 
radiology,  mimeography,  phonographs  and 
dozens  of  other  disciplines)  that  he  threat¬ 
ened  to  overwhelm  the  GE  brand.  (Now,  iron¬ 
ically,  the  GE  portfolio  is  extremely  diverse.) 
In  1892,  when  the  company  merged  with 
competitor  Thomson-Houston  to  become 
General  Electric — a  move  that  Edison  himself 


apparently  disdained — the  founder  traded  in 
his  tycoon  duds  and  returned  to  the  lab. 

Then  there's  Henry  Ford,  who  was  insepa¬ 
rable  from  the  Ford  Motor  brand  in  the  early 
existence  of  the  company  he  founded.  Ford 
earned  a  personal  reputation  as  a  virulent 
anti-Semite.  Even  during  an  era  when  anti- 
Semitism  was  more  widely  indulged,  Ford's 
obsessiveness  on  the  subject  stood  out,  ulti¬ 
mately  affecting  his  company's  fortunes. 

Mark  Pinsky,  the  reviewer  of  a  2001  book 
on  Ford  ( Henry  Ford  and  the  Jews:  The  Mass 
Production  of  Plate,  by  Neil  Baldwin),  notes 
that  his  own  parents  bought  only  other 
makes  while  he  was  growing  up  in  the  1950s. 
"They  said,  'Jews  don't  buy  Fords.'"  In  fact, 
the  risk  of  damage  to  Ford's  business  eventu¬ 
ally  became  significant.  Ford  signed  a  docu¬ 
ment  repudiating  his  most  extreme  views 
at  a  time  when  the  company  faced  "a  rising 
wave  of  negative  publicity,  lawsuits  [and] 
declining  sales  for  the  signature  Model 
T....The  apology,  issued  June  30, 1927, 
was  completely  disingenuous,  an  abject 
statement  written  by  Jewish  leader  Louis 
Marshall,  head  of  the  American  Jewish  Com¬ 
mittee,  that  Ford  signed  without  reading," 
according  to  Pinsky  (httpP/archive.showmenews 
,com/2002/Mar/20020303 OvatOl  8. asp). 

So  it's  probably  not  an  unvarnished  good 
for  the  boss  and  the  brand  to  be  synonymous. 
Companies  that  outlive  their  close  identifica¬ 
tion  with  flawed  founders  thereby  become 
likelier  to  endure.  • 


Editorial  Director  Lew  McCreary  can  be  reached  at 
mccreary@cxo.  com . 
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